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PRINCIPLES, PROPOSITIONS & 
DISCUSSIONS 
FOR LAND & FREEDOM 


AN INTRODUCTORY WORD TO THE ‘ANARCHIVE’ 
“Anarchy is Order!” 





‘T must Create a System or be enslav’d by 
another Man’s. 
I will not Reason & Compare: my business 
is to Create’ 
(William Blake) 


During the 19th century, anarchism has develloped as a result 
of a social current which aims for freedom and happiness. A 
number of factors since World War I have made this 
movement, and its ideas, dissapear little by little under the 
dust of history. 

After the classical anarchism — of which the Spanish 
Revolution was one of the last representatives—a ‘new’ kind 
of resistance was founded in the sixties which claimed to be 
based (at least partly) on this anarchism. However this 
resistance is often limited to a few (and even then partly 
misunderstood) slogans such as ‘Anarchy is order’, ‘Property 
is theft’,... 


Information about anarchism is often hard to come by, 
monopolised and intellectual; and therefore visibly 
disapearing. The ‘anarchive’ or ‘anarchist archive’ Anarchy is 
Order ( in short A.O) is an attempt to make the ‘principles, 
propositions and discussions’ of this tradition available 
again for anyone it concerns. We believe that these texts are 
part of our own heritage. They don’t belong to publishers, 
institutes or specialists. 


These texts thus have to be available for all anarchists an 
other people interested. That is one of the conditions to give 
anarchism a new impulse, to let the ‘new anarchism’ outgrow 
the slogans. This is what makes this project relevant for us: 
we must find our roots to be able to renew ourselves. We 
have to learn from the mistakes of our socialist past. History 
has shown that a large number of the anarchist ideas remain 


standing, even during the most recent social-economic 
developments. 


‘Anarchy Is Order’ does not make profits, everything is 
spread at the price of printing- and papercosts. This of 
course creates some limitations for these archives. 
Everyone is invited to spread along the information we 
give . This can be done by copying our leaflets, printing 
texts from the CD (collecting all available texts at a given 
moment) that is available or copying it, e-mailing the texts 
to friends and new ones to us,... Become your own 
anarchive!!! 

(Be aware though of copyright restrictions. We also want to 
make sure that the anarchist or non-commercial printers, 
publishers and autors are not being harmed. Our priority on 
the other hand remains to spread the ideas, not the ownership 
of them.) 


The anarchive offers these texts hoping that values like 
freedom, solidarity and direct action get a new meaning 
and will be lived again; so that the struggle continues against 
the 


“...demons of flesh and blood, that sway scepters down here; 
and the dirty microbes that send us dark diseases and wish to 
squash us like horseflies; 
and the will-‘o-the-wisp of the saddest ignorance.” 
(L-P. Boon) 

The rest depends as much on you as it depends on us. Don’t 

mourn, Organise! 


Comments, questions, criticism, cooperation can be sent 


toA.O@advalvas.be. 


A complete list and updates are available on this address, new 
texts are always 


WELCOME!! 
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SECTION A - WHAT IS ANARCHISM? 


A.1 What is anarchism? 

A.1.1 What does "anarchy" mean? 

A.1.2. What does "anarchism" mean? 

A.1.3. Why is anarchism also called libertarian 
socialism? 

A.1.4 Are anarchists socialists? 

A.1.5 Where does anarchism come from? 


A.2 What does anarchism stand for? 

A.2.1 What is the essence of anarchism? 

A.2.2. Why do anarchists emphasise liberty? 

A.2.3 Are anarchists in favour of organisation? 

A.2.4 Are anarchists in favour of "absolute" 
liberty? 

A.2.5 Why are anarchists in favour of equality? 

A.2.6 Why is solidarity important to anarchists? 

A.2.7 Why do anarchists argue for  self- 
liberation? 

A.2.8 Is it possible to be an anarchist without 
opposing hierarchy? 

A.2.9 What sort of society do anarchists want? 

A.2.10 What will abolishing hierarchy mean and 
achieve? 

A.2.11 Why do most anarchists support direct 
democracy? 

A.2.12 Is consensus an alternative to direct 
democracy? 

A.2.13 Are anarchists individualists or 
collectivists? 

A.2.14 Why is voluntarism not enough? 

A.2.15 What about Human Nature? 

A.2.16 Does anarchism require "perfect" people 
to work? 
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A.2.17 Aren't most people too stupid for a free 
society to work? 

A.2.18 Do anarchists support terrorism? 

A.2.19 What ethical views do anarchists hold? 


A.3 What types of anarchism are there? 

A.3.1 What are the differences between 
individualist and social 

anarchists? 

A.3.2 Are there different types of social 
anarchism? 

A.3.3 What kinds of Green anarchism is there? 

A.3.4 Is anarchism pacifistic? 

A.3.5 What is anarcha-feminism? 

A.3.6 What is Cultural Anarchism? 

A.3.7 Are there religious anarchists? 

A.3.8 What is "anarchism without adjectives"? 


A.4 Who are the major anarchist thinkers? 


A.5 What are some examples of "Anarchy in Action"? 
A.5.1 The Paris Commune 
A.5.2 The Haymarket Martyrs 
A.5.3 Building the Syndicalist Unions 
A.5.4 Anarchists in the Russian Revolution. 
A.5.5 Anarchists in the Italian Factory 
Occupations 
A.5.6 Anarchism and the Spanish Revolution. 
A.5.7 The May-June revolt in France, 1968. 
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SECTION A — 
WHAT IS ANARCHISM? 





Modern civilisation faces three potentially catastrophic 
crises: 

(1) social breakdown, a shorthand term for rising rates of 
poverty, homelessness, crime, violence, alienation, drug 
and alcohol abuse, social isolation, political apathy, 
dehumanisation, the deterioration of community 
structures of self-help and mutual aid, etc.; (2) 
destruction of the planet's delicate ecosystems on which 
all complex forms of life depend; and (3) the 
proliferation of weapons of mass destruction, particularly 
nuclear weapons. 


Orthodox opinion, including that of Establishment 
"experts," mainstream media, and politicians, generally 
regards these crises as separable, each having its own 
causes and therefore capable of being dealt with on a 
piecemeal basis, in isolation from the other two. 
Obviously, however, this "orthodox" approach isn't 
working, since the problems in question are getting 
worse. Unless some better approach is taken soon, we 
are clearly headed for disaster, either from catastrophic 
war, ecological Armageddon, or a descent into urban 
savagery -- or all of the above. 


Anarchism offers a unified and coherent way of making 
sense of these crises, by tracing them to a common 
source. This source is the principle of *hierarchical 
authority,* which underlies the major institutions of all 
"civilised" societies, whether capitalist or "communist." 
Anarchist analysis therefore starts from the fact that all 
of our major institutions are in the form of hierarchies, 
i.e. organisations that concentrate power at the top of a 
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pyramidal structure, such as corporations, government 
bureaucracies, armies, political parties, religious 
organisations, universities, etc. It then goes on to show 
how the authoritarian relations inherent in the such 
hierarchies negatively affect individuals, their society, 
and culture. In the first part of this FAQ (sections A - E) 
we will present the anarchist analysis of hierarchical 
authority and its negative effects in greater detail. 


It should not be thought, however, that anarchism is just 
a critique of modern civilisation, just "negative" or 
"destructive." Because it is much more than that. For one 
thing, it is also a proposal for a free society. 

Emma Goldman expressed what might be called the 
"anarchist question" as follows: "The problem that 
confronts us today. . . is how to be one's self and yet in 
oneness with others, to feel deeply with all human beings 
and still retain one's own characteristic qualities" [Red 
Emma Speaks_, pp. 133-134]. In other words, how can 
we create a society in which the potential for each 
individual is realised but not at the expense of others? In 
order to achieve this, anarchists envision a society in 
which, instead of being controlled "from the top down" 
through hierarchical structures of centralised power, the 
affairs of humanity will "be managed by individuals or 
voluntary associations" [Ben Tucker, _ Anarchist 
Reader_, p. 149]. Later sections of the FAQ (sections I 
and J) will describe anarchism's positive proposals for 
organising society in this way, "from the bottom up." 
However, some of the constructive core of anarchism 
will be seen even in the earlier sections. 


As Clifford Harper elegantly puts it, "Like all great 


ideas, anarchism is pretty simple when you get down to 
it -- human beings are at their best when they are living 
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free of authority, deciding things among themselves 
rather than being ordered about." [ Anarchy: A Graphic 
Guide , p. vii]. Due to their desire to maximise 
individual and therefore social freedom, anarchists wish 
to dismantle all institutions that repress people: 


"Common to all Anarchists is the desire to free society of 
all political and social coercive institutions which stand 
in the way of the development of a free humanity" 
[Rudolf Rocker, Anarcho-Syndicalism_, p. 16] 


As we'll see, all such institutions are hierarchies, and 
their repressive nature stems directly from their 
hierarchical form. 


Anarchism is a socio-economic and political theory, but 
not an ideology. The difference is *very* important. 
Basically, theory means you have ideas; an ideology 
means ideas have you. Anarchism is a body of ideas, but 
they are flexible, in a constant state of evolution and 
flux, and open to modification in light of new data. As 
society changes and develops, so does anarchism. An 
ideology, in contrast, is a set of "fixed" ideas which 
people believe dogmatically, usually ignoring reality or 
"changing" it so as to fit with the ideology, which is (by 
definition) correct. All such "fixed" ideas are the source 
of tyranny and contradiction, leading to attempts to make 
everyone fit onto a Procrustean Bed. This will be true 
regardless of the ideology in question -- Leninism, 
Objectivism, "Libertarianism," or whatever -- all will all 
have the same effect: the destruction of real individuals 
in the name of a doctrine, a doctrine that usually serves 
the interest of some ruling elite. Or, as Mikhail Bakunin 
puts it: 
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"Until now all human history has been only a perpetual 
and bloody immolation of millions of poor human beings 
in honour of some pitiless abstraction -- God, country, 
power of state, national honour, historical rights, judicial 
rights, political liberty, public welfare." 


Dogmas are static and deathlike in their rigidity, often 
the work of some dead "prophet," religious or secular, 
whose followers erect his or her ideas into an idol, 
immutable as stone. Anarchists want the living to bury 
the dead so that the living can get on with their lives. The 
living should rule the dead, not vice versa. Ideologies are 
the nemesis of critical thinking and consequently of 
freedom, providing a book of rules and "answers" which 
relieve us of the "burden" of thinking for ourselves. 


In producing this FAQ on anarchism it is not our 
intention to give you the "correct" answers or a new rule 
book. We will explain a bit about what anarchism has 
been in the past, but we will focus more on its modern 
forms and why *we* are anarchists today. The FAQ is 
an attempt to provoke thought and analysis on your part. 
If you are looking for a new ideology, then sorry, 
anarchism is not for you. 


While anarchists try to be realistic and practical, we are 
not "reasonable" people. "Reasonable" people 
uncritically accept what the "experts" and "authorities" 
tell them is true, and so they will always remain slaves! 
Anarchists know that, as Bakunin wrote: 


"[a] person is strong only when he stands upon his own 
truth, when he speaks and acts from his deepest 
convictions. Then, whatever the situation he may be in, 
he always knows what he must say and do. He may fall, 
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but he cannot bring shame upon himself or his causes" 
[ Statism and Anarchy_ - cited in Albert Meltzer, I 
couldn't Paint Golden Angels , p. 2]. 


What Bakunin describes is the power of independent 
thought, which is the power of freedom. We encourage 
you not to be "reasonable," not to accept what others tell 
you, but to think and act for yourself! 


One last point: to state the obvious, this is *not* the final 
word on anarchism. Many anarchists will disagree with 
much that is written here, but this is to be expected when 
people think for themselves. All we wish to do is 
indicate the *basic* ideas of anarchism and give our 
analysis of certain topics based on how we understand 
and apply these ideas. We are sure, however, that all 
anarchists will agree with the core ideas we present, even 
if they may disagree with our application of them here 
and there. 


A.l 
WHAT IS ANARCHISM? 


Anarchism is a political theory which aims to create 
anarchy, "the absence of a master, of a sovereign." [P-J 
Proudhon, What is Property_, p. 264] In other words, 
anarchism is a political theory which aims to create a 
society within which individuals freely co-operate 
together as equals. As such anarchism opposes all forms 
of hierarchical control - be that control by the state or 
capitalist - as harmful to the individual and_ their 
individuality as well as unnecessary. 


In the words of anarchist L. Susan Brown: 


a2 


"While the popular understanding of anarchism is of a 
violent, anti-State movement, anarchism is a much more 
subtle and nuanced tradition then a simple opposition to 
government power. Anarchists oppose the idea that 
power and domination are necessary for society, and 
instead advocate more co-operative, anti-hierarchical 
forms of social, political and economic organisation." 
[_ The Politics of Individualism_, p. 106] 


However, "anarchism" and "anarchy" are undoubtedly 
the most misrepresented ideas in political theory. 
Generally, the words are used to mean "chaos" or 
"without order," and so, by implication, anarchists desire 
social chaos and a return to the "laws of the jungle." 


This process of misrepresentation is not without 
historical parallel. For example, in countries which have 
considered government by one person (monarchy) 
necessary, the words "republic" or "democracy" have 
been used precisely like "anarchy," to imply disorder and 
confusion. Those with a vested interest in preserving the 
status quo will obviously wish to imply that opposition 
to the current system cannot work in practice, and that a 
new form of society will only lead to chaos. Or, as Errico 
Malatesta expresses it: 


"since it was thought that government was necessary and 
that without government there could only be disorder 
and confusion, it was natural and logical that anarchy, 
which means absence of government, should sound like 
absence of order." [| Anarchy _, p. 12] 


Anarchists want to change this "common-sense" idea of 
"anarchy," so people will see that government and other 
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hierarchical social relationships are both harmful *and* 
unnecessary: 


"Change opinion, convince the public that government is 
not only unnecessary, but extremely harmful, and then 
the word anarchy, just because it means absence of 
government, will come to mean for everybody: natural 
order, unity of human needs and the interests of all, 
complete freedom within complete solidarity." [Ibid., pp. 
12-13]. 


This FAQ is part of the process of changing the 
commonly-held ideas regarding anarchism and _ the 
meaning of anarchy. 


A.1.1 
What does "anarchy" mean? 


The word "anarchy" is "from Greek, prefix *a*, meaning 
"not," "the want of," "the absence of," or "the lack of", 
plus *archos*, meaning "a ruler," "director", "chief," 
"person in charge," "commander." The Greek words 
*anarchos,* and ‘*anarchia* meant "having no 
government -- being without a government." [Peter A. 
Angeles, The Harper Collins Dictionary of 
Philosophy_, Second Edition, pp. 11-12] 


As can be seen, the strict, original meaning of anarchism 
was not simply "no government." "An-archy" means 
"without a ruler," or more generally, "without authority," 
and it is in this sense that anarchists have continually 
used the word. For this reason, rather than being purely 
anti-government or anti-state, anarchism is primarily a 
movement against *hierarchy.* Why? Because hierarchy 
is the organisational structure that embodies authority. 
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Since the state is the "highest" form of hierarchy, 
anarchists are, by definition, anti-state; but this is *not* a 
sufficient definition of anarchism. This means that real 
anarchists are opposed to all forms of hierarchical 
organisation, not only the state. 


Reference to "hierarchy" in this context is a fairly recent 
development -- the "classical" anarchists such as 
Proudhon, Bakunin and Kropotkin did use the word, but 
rarely (they usually preferred "authority," which was 
used as short-hand for "authoritarian"). However, it's 
clear from their writings that theirs was a philosophy 
against hierarchy, against any inequality of power or 
privileges between individuals. Bakunin spoke of this 
when attacked "official" authority but defended "natural 
influence," and also when he said: 


"Do you want to make it impossible for anyone to 
oppress his fellow-man? Then make sure that no one 
shall possess power." [ The Political Philosophy of 
Bakunin_, p. 271] 


As Jeff Draughn notes, "while it has always been a latent 
part of the ‘revolutionary project,’ only recently has this 
broader concept of anti-hierarchy arisen for more 
specific scrutiny. Nonetheless, the root of this is plainly 
visible in the Greek roots of the word ‘anarchy' 
[ Between Anarchism and Libertarianism: Defining a 
New Movement_]| 


We stress that this opposition to hierarchy is, for 
anarchists, not limited to just the state or government. It 
includes all authoritarian economic and _ social 
relationships as well as political ones, particularly those 
associated with capitalist property and wage labour. This 
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can be seen from Proudhon's argument that "*Capital* . . 
. in the political field is analogous to *government* . . . 
The economic idea of capitalism . . . [and] the politics of 
government or of authority . . . [are] identical . . . [and] 
linked in various ways. . . What capital does to labour . . 
. the State [does] to liberty .. ." [quoted by Max Nettlau, 
_A Short History of Anarchism_, pp. 43-44] 


Thus "anarchy" means more than just "no government," 
it means opposition to all forms of authoritarian 
organisation and hierarchy. In Kropotkin's words, "the 
origin of the anarchist inception of society . . . [lies in] 
the criticism . . . of the hierarchical organisations and the 
authoritarian conceptions of society; and . . . the analysis 
of the tendencies that are seen in the progressive 
movements of mankind." [_Kropotkin's Revolutionary 
Pamphlets _, p. 158] 


And, just to state the obvious, anarchy does not mean 
chaos nor do anarchists seek to create chaos or disorder. 
Instead, we wish to create a society based upon 
individual freedom and voluntary co-operation. In other 
words, order from the bottom up, not disorder imposed 
from the top down by authorities. 


A112 
What does "anarchism" mean? 


To quote Peter Kropotkin, Anarchism is "the no- 
government system of socialism. . . ." [_ Kropotkin's 
Revolutionary Pamphlets , p. 46] In other words, "the 
abolition of exploitation and oppression of man by man, 
that is the abolition of private property [i.e. capitalism] 
and government." [Errico Malatesta, "Towards 
Anarchism," in Man!_, M. Graham (Ed), p. 75] 
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Anarchism, therefore, is a political theory that aims to 
create a society which is without political, economic or 
social hierarchies. Anarchists maintain that anarchy, the 
absence of rulers, is a viable form of social system and 
so work for the maximisation of individual liberty and 
social equality. They see the goals of liberty and equality 
as mutually self-supporting. Or, in Bakunin's famous 
dictum: 


"We are convinced that freedom without Socialism is 
privilege and injustice, and that Socialism without 
freedom is slavery and brutality." [_The Political 
Philosophy of Bakunin_, p. 269] 


The history of human society proves this point. Liberty 
without equality is only liberty for the powerful, and 
equality without liberty is impossible and a justification 
for slavery. 


While there are many different types of anarchism (from 
individualist anarchism to communist-anarchism -- see 
section A.3 for more details), there has always been two 
common positions at the core of all of them -- opposition 
to government and opposition to capitalism. In the words 
of the individualist-anarchist Benjamin Tucker, 
anarchism insists on "the abolition of the State and the 
abolition of usury; on no more government of man by 
man, and no more exploitation of man by man." [cited in 
_Native American Anarchism - A Study of Left-Wing 
American Individualism_ by Eunice Schuster, p. 140] 
All anarchists view profit, interest and rent as *usury* 
(i.e. as exploitation) and so oppose them and the 
conditions that create them just as much as they oppose 
government and the State. 
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More generally, in the words of L. Susan Brown, the 
“unifying link" within anarchism "is a_ universal 
condemnation of hierarchy and domination and a 
willingness to fight for the freedom of the human 
individual." [_ The Politics of Individualism_, p. 108] For 
anarchists, a person cannot be free if they are subject to 
state or capitalist authority. 


So Anarchism is a political theory which advocates the 
creation of anarchy, a society based on the maxim of "no 
rulers." To achieve this, "[i]n common with all socialists, 
the anarchists hold that the private ownership of land, 
capital, and machinery has had its time; that it is 
condemned to disappear: and that all requisites for 
production must, and will, become the common property 
of society, and be managed in common by the producers 
of wealth. And. . . they maintain that the ideal of the 
political organisation of society is a condition of things 
where the functions of government are reduced to 
minimum. . . [and] that the ultimate aim of society is the 
reduction of the functions of government to nil -- that is, 
to a society without government, to an-archy." [Peter 
Kropotkin, Op. Cit., p. 46] 


Thus anarchism is both positive and negative. It analyses 
and critiques current society while at the same time 
offering a vision of a potential new society -- a society 
that maximises certain human needs which the current 
one denies. These needs, at their most basic, are liberty, 
equality and solidarity, which will be discussed in 
section A.2. 


Anarchism unites critical analysis with hope, for, as 
Bakunin pointed out, "the urge to destroy is a creative 
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urge." One cannot build a better society without 
understanding what is wrong with the present one. 


A.1.3 
Why is anarchism also called libertarian socialism? 


Many anarchists, seeing the negative nature of the 
definition of "anarchism," have used other terms to 
emphasise the inherently positive and constructive aspect 
of their ideas. The most common terms used are "free 
socialism," "free communism," "libertarian socialism," 
and "libertarian communism." For anarchists, libertarian 
socialism, libertarian communism, and anarchism are 
virtually interchangeable. 


Considering definitions from the _American Heritage 
Dictionary_, we find: 


LIBERTARIAN: one who believes in freedom of action 
and thought; one who believes in free will. 


SOCIALISM: a social system in which the producers 
possess both political power and the means of producing 
and distributing goods. 


Just taking those two first definitions and fusing them 
yields: 


LIBERTARIAN SOCIALISM: a social system which 
believes in freedom of action and thought and free will, 
in which the producers possess both political power and 
the means of producing and distributing goods. 


(Although we must add that our usual comments on the 
lack of political sophistication of dictionaries still holds. 
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We only use these definitions to show that "libertarian" 
does not imply "free market" capitalism nor "socialism" 
state ownership. Other dictionaries, obviously, will have 
different definitions -- particularly for socialism. Those 
wanting to debate dictionary definitions are free to 
pursue this unending and politically useless hobby but 
we will not). 


However, due to the creation of the Libertarian Party in 
the USA, many people now consider the idea of 
"libertarian socialism" to be a contradiction in terms. 
Indeed, many "Libertarians" think anarchists are just 
attempting to associate the "anti-libertarian" ideas of 
"socialism" (as Libertarians conceive it) with Libertarian 
ideology in order to make those "socialist" ideas more 
"acceptable" -- in other words, trying to steal the 
"libertarian" label from its rightful possessors. 


Nothing could be further from the truth. Anarchists have 
been using the term "libertarian" to describe themselves 
and their ideas since the 1850's. The revolutionary 
anarchist Joseph Dejacque published _Le Libertaire, 
Journal du Mouvement social. in New York between 
1858 and 1861 [Max Nettlau, _A Short History of 
Anarchism_, p. 75]. According to anarchist historian 
Max Nettlau, the use of the term "libertarian 
communism" dates from November, 1880 when a French 
anarchist congress adopted it [Ibid., p. 145]. The use of 
the term "Libertarian" by anarchists became more 
popular from the 1890s onward after it was used in 
France in an attempt to get round anti-anarchist laws and 
to avoid the negative associations of the word "anarchy" 
in the popular mind (Sebastien Faure and Louise Michel 
published the paper _Le_ Libertaire_ -- _ The 
Libertarian_ -- in France in 1895, for example). Since 
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then, particularly outside America, it has *always* been 
associated with anarchist ideas and movements. Taking 
a more recent example, in the USA, anarchists organised 
"The Libertarian League" in July 1954, which had 
staunch anarcho-syndicalist principles and lasted until 
1965. The US-based "Libertarian" Party, on the other 
hand has only existed since the early 1970's, well over 
100 years after anarchists first used the term to describe 
their political ideas (and 90 years after the expression 
"libertarian communism" was first adopted). It is that 
party, not the anarchists, who have "stolen" the word. 
Later, in Section B, we will discuss why the idea of a 
"libertarian" capitalism (as desired by the Libertarian 
Party) is a contradiction in terms. 


As we will also explain in Section I, only a libertarian- 
socialist system of ownership can maximise individual 
freedom. Needless to say, state ownership -- what is 
commonly *called* "socialism" -- is, for anarchists, not 
socialism at all. In fact, as we will elaborate in Section 
H, state "socialism" is just a form of capitalism, with no 
socialist content whatever. 


A1A4 
Are anarchists socialists? 


Yes. All branches of anarchism are opposed to 
capitalism. This is because the latter is based on 
domination and exploitation (see sections B and C). 
Anarchists reject the "notion that men cannot work 
together unless they have a driving-master to take a 
percentage of their product" and think that in an 
anarchist society "the real workmen will make their own 
regulations, decide when and where and how things shall 
be done." By so doing workers would free themselves 
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"from the terrible bondage of capitalism." [Voltairine de 
Cleyre, "Anarchism," pp. 30-34, Man! , M. Graham 
(Ed), p. 32, p. 34] 


Individualists like Ben Tucker along with social 
anarchists like Proudhon and Bakunin proclaimed 
themselves "socialists." They did so because the word 
"socialist" was originally defined to include "all those 
who believed in the individual's right to possess what he 
or she produced." ["Ayn Rand and the Perversion of 
Libertarianism," in _Anarchy: A Journal of Desire 
Armed_, no. 34]. In order to achieve this, socialists 
desire a society within which the producers own and 
control the means of production. Under capitalism, 
workers do not govern themselves during the production 
process nor have control over the product of their labour. 
Such a situation is hardly based on equal freedom for all 
and is so opposed by anarchists. 


Therefore *all* anarchists are anti-capitalist. Ben 
Tucker, for example -- the anarchist most influenced by 
liberalism (as we will discuss later) -- called his ideas 
"Anarchistic-Socialism" and denounced the capitalist as 
"the usurer, the receiver of interest, rent and profit." 
Tucker held that in an anarchist, non-capitalist, free- 
market society, capitalists will become redundant, since 
"labour. . . will. . . secure its natural wage, its entire 
product." Such an economy will be based on mutual 
banking and the free exchange of products between co- 
operatives, artisans and peasants. Even Max Stirner, the 
arch-egoist, had nothing but scorn for capitalist society 
and its various "spooks," which for him meant ideas that 
are treated as sacred or religious, such as private 
property, competition, division of labour, and so forth. 
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So anarchists consider themselves as socialists, but 
socialists of a specific kind - *libertarian socialists*. As 
the individualist anarchist Joseph A. Labadie puts it 
(echoing both Tucker and Bakunin): 


"{i]t is said that Anarchism is not socialism. This is a 
mistake. Anarchism is voluntary Socialism. There are 
two kinds of Socialism, archistic and anarchistic, 
authoritarian and libertarian, state and free. Indeed, every 
proposition for social betterment is either to increase or 
decrease the powers of external wills and forces over the 
individual. As they increase they are archistic; as they 
decrease they are anarchistic." [ Anarchism: What It Is 
and What It Is Not_] 


While social and individualist anarchists do disagree on 
many issues -- for example, whether a free market would 
be the best means of maximizing liberty -- they agree 
that capitalism is to be opposed and that an anarchist 
society must, by definition, be based on associated, not 
wage, labour. Only associated labour will "decrease the 
powers of external wills and forces over the individual" 
during working hours and such self-management of work 
by those who do it is the core ideal of real socialism. 
However, the meanings of words change over time. 
Today "socialism" almost always refers to *state* 
socialism, a system that all anarchists have opposed as a 
denial of freedom and genuine socialist ideals. All 
anarchists would agree with Noam Chomsky's statement 
on this issue: 


"If the left is understood to include 'Bolshevism,' then I 
would flatly dissociate myself from the left. Lenin was 
one of the greatest enemies of socialism." [ Red and 
Black Revolution_, issue 2]. 
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Anarchism developed in constant opposition to the ideas 
of Marxism, social democracy and Leninism. Long 
before Lenin rose to power, Mikhail Bakunin warmed the 
followers of Marx against the "Red bureaucracy" that 
would institute "the worst of all despotic governments" if 
Marx's state-socialist ideas were ever implemented. 


Nevertheless, being socialists, anarchists do share 
*some* ideas with *some* Marxists (though none with 
Leninists). Both Bakunin and Tucker accepted Marx's 
analysis and critique of capitalism as well as his labour 
theory of value (see section C). Marx himself was 
heavily influenced by Max Stirner's book _The Ego and 
Its Own_, which contains a brilliant critique of what 
Marx called "vulgar" communism as well as state 
socialism. There have also been elements of the Marxist 
movement holding views very similar to social 
anarchism (particularly the anarcho-syndicalist branch of 
social anarchism) -- for example, Anton Pannekoek, 
Rosa Luxembourg, Paul Mattick and others, who are 
very far from Lenin. Karl Korsch and others wrote 
sympathetically of the anarchist revolution in Spain. 
There are many continuities from Marx to Lenin, but 
there are also continuities from Marx to more libertarian 
Marxists, who were harshly critical of Lenin and 
Bolshevism and whose ideas approximate anarchism's 
desire for the free association of equals. 


Therefore anarchism is basically a form of socialism, one 
that stands in direct opposition to what is usually defined 
as "socialism" (i.e. state control). As Daniel Guerin 
pointed out in his book _Anarchism_, "Anarchism is 
really a synonym for socialism. The anarchist is 
primarily a socialist whose aim is to abolish the 
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exploitation of man by man." Instead of "central 
planning," anarchists advocate free association and co- 
operation between individuals, workplaces and 
communities and so oppose "state" socialism as a form 
of state capitalism. The anarchist objection to the 
identification of "central planning" with socialism will 
be discussed in section H. 


ALS 
Where does anarchism come from? 


Where does anarchism come from? We can do no better 
than quote the _The Organisational Platform of the 
Libertarian Communists_ produced by participants of the 
Makhnovist movement in the Russian Revolution (see 
Section A.5.4). They point out that: 


"[t]he class struggle created by the enslavement of 
workers and their aspirations to liberty gave birth, in the 
oppression, to the idea of anarchism: the idea of the total 
negation of a social system based on the principles of 
classes and the State, and its replacement by a free non- 
statist society of workers under self-management. 


"So anarchism does not derive from the abstract 
reflections of an intellectual or a philosopher, but from 
the direct struggle of workers against capitalism, from 
the needs and necessities of the workers, from their 
aspirations to liberty and equality, aspirations which 
become particularly alive in the best heroic period of the 
life and struggle of the working masses. 


"The outstanding anarchist thinkers, Bakunin, Kropotkin 


and others, did not invent the idea of anarchism, but, 
having discovered it in the masses, simply helped by the 
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strength of their thought and knowledge to specify and 
spread it." [pp. 15-16] 


Like the anarchist movement in_ general, the 
Makhnovists were a mass movement of working class 
people resisting the forces of authority, both Red 
(Communist) and White (Tsarist/Capitalist) in the 
Ukraine from 1917 to 1921. As Peter Marshall notes 
"anarchism . . . has traditionally found its chief 
supporters amongst workers and __ peasants." 
[| Demanding the Impossible_, p. 652] 


Anarchism was created in, and by, the struggle of the 
oppressed for freedom. It comes from the fight for 
liberty and our desires to lead a fully human life, one in 
which we have time to live, to love and to play. It was 
not created by a few people divorced from life, in ivory 
towers looking down upon society and making 
judgements upon it based on their notions of what is 
right and wrong. 


In other words, anarchism is an expression of the 
struggle against oppression and_ exploitation, a 
generalisation of working people's experiences and 
analyses of what is wrong with the current system and an 
expression of our hopes and dreams for a better future. 


66 


A2 
WHAT DOES ANARCHISM STAND FOR? 





These words by Percy Bysshe Shelley gives an idea of 
what anarchism stands for in practice and what ideals 
drive it: 


The man 

Of virtuous soul commands not, nor obeys: 
Power, like a desolating pestilence, 

Pollutes whate'er it touches, and obedience, 
Bane of all genius, virtue, freedom, truth, 
Makes slaves of men, and, of the human frame, 
A mechanised automaton. 


As Shelley's lines suggest, anarchists place a high 
priority on liberty, desiring it both for themselves and 
others. They also consider individuality -- that which 
makes one a unique person -- to be a most important 
aspect of humanity. They recognise, however, that 
individuality does not exist in a vacuum but is a *social* 
phenomenon. Outside of society, individuality is 
impossible, since one needs other people in order to 
develop, expand, and grow. 


Moreover, between individual and social development 
there is a reciprocal effect: individuals grow within and 
are shaped by a particular society, while at the same time 
they help shape and change aspects of that society (as 
well as themselves and other individuals) by their actions 
and thoughts. A society not based on free individuals, 
their hopes, dreams and ideas would be hollow and dead. 
Thus, "the making of a human being. . . is a collective 
process, a process in which both community and the 
individual *participate*" [Murray Bookchin, _The 
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Moder Crisis_, p. 79]. Consequently, any political 
theory which bases itself purely on the social or the 
individual is false. 


In order for individuality to develop to the fullest 
possible extent, anarchists consider it essential to create a 
society based on three principles: liberty, equality and 
solidarity, which are interdependent. 


Liberty is essential for the full flowering of human 
intelligence, creativity, and dignity. To be dominated by 
another is to be denied the chance to think and act for 
oneself, which is the only way to grow and develop one's 
individuality. Domination also stifles innovation and 
personal responsibility, leading to conformity and 
mediocrity. Thus the society that maximises the growth 
of individuality will necessarily be based on voluntary 
association, not coercion and authority. To quote 
Proudhon, "All associated and all free." Or, as Luigi 
Galleani puts it, anarchism is "the autonomy of the 
individual within the freedom of association" [| The End 
of Anarchism? , p. 35] (See further section A.2.2, "Why 
do anarchists emphasise liberty?"). 


If liberty is essential for the fullest development of 
individuality, then equality is essential for genuine 
liberty to exist. There can be no real freedom in a class- 
stratified, hierarchical society riddled with gross 
inequalities of power, wealth, and privilege. For in such 
a society only a few -- those at the top of the hierarchy -- 
are relatively free, while the rest are semi-slaves. Hence 
without equality, liberty becomes a mockery -- at best 
the "freedom" to choose one's master (boss), as under 
capitalism. Moreover, even the elite under such 
conditions are not really free, because they must live in a 
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stunted society made ugly and barren by the tyranny and 
alienation of the majority. And since individuality 
develops to the fullest only with the widest contact with 
other free individuals, members of the elite are restricted 
in the possibilities for their own development by the 
scarcity of free individuals with whom to interact. (See 
also A.2.5 "Why are anarchists in favour of equality?) 


Finally, solidarity means mutual aid: working voluntarily 
and co-operatively with others who share the same goals 
and interests. But without liberty and equality, society 
becomes a pyramid of competing classes based on the 
domination of the lower by the higher strata. In such a 
society, as we know from our own, it's "dominate or be 
dominated," "dog eat dog," and "everyone for 
themselves." Thus "rugged individualism" is promoted at 
the expense of community feeling, with those on the 
bottom resenting those above them and those on the top 
fearing those below them. Under such conditions, there 
can be no society-wide solidarity, but only a partial form 
of solidarity within classes whose interests are opposed, 
which weakens society as a whole. (See also A.2.6, 
"Why is solidarity important to anarchists?") 


It should be noted that solidarity does not imply self- 
sacrifice or self-negation. As Errico Malatesta makes 
clear: 


"we are all egoists, we all seek our own satisfaction. But 
the anarchist finds his greatest satisfaction in struggling 
for the good of all, for the achievement of a society in 
which he [sic] can be a brother among brothers, and 
among healthy, intelligent, educated, and happy people. 
But he who is adaptable, who is satisfied to live among 
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slaves and draw profit from the labour of slaves, is not, 
and cannot be, an anarchist." [Life and Ideas_, p. 23]. 


For anarchists, *real* wealth is other people and the 
planet on which we live. 


Also, honouring individuality does not mean _ that 
anarchists are idealists, thinking that people or ideas 
develop outside of society. Individuality and ideas grow 
and develop within society, in response to material and 
intellectual interactions and experiences, which people 
actively analyse and interpret. Anarchism, therefore, is a 
*materialist* theory, recognising that ideas develop and 
grow from social interaction and individuals' mental 
activity (see Mikhail Bakunin's God and the State_ for 
the classic discussion of materialism verses idealism). 


This means that an anarchist society will be the creation 
of human beings, not some deity or other transcendental 
principle, since "[n]othing ever arranges itself, least of 
all in human relations. It is men [sic] who do the 
arranging, and they do it according to their attitudes and 
understanding of things." [Alexander Berkman, ABC of 
Anarchism_, p. 42] 


Therefore, anarchism bases itself upon the power of 
ideas and the ability of people to act and transform their 
lives based on what they consider to be right. In other 
words, liberty. 


A2.1 
What is the essence of anarchism? 


As we have seen, "an-archy" implies "without rulers" or 
"without (hierarchical) authority." Anarchists are not 
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against "authorities" in the sense of experts who are 
particularly knowledgeable, skilful, or wise, though they 
believe that such authorities should have no power to 
force others to follow their recommendations (see 
section B.1 for more on this distinction). In a nutshell, 
then, anarchism is anti-authoritarianism. 


Anarchists are anti-authoritarians because they believe 
that no human being should dominate another. 
Anarchists, in L. Susan Brown's words, "believe in the 
inherent dignity and worth of the human individual." 
[_ The Politics of Individualism_, p. 107] Domination is 
inherently degrading and demeaning, since it submerges 
the will and judgement of the dominated to the will and 
judgement of the dominators, thus destroying the dignity 
and self-respect that comes only from personal 
autonomy. Moreover, domination makes possible and 
generally leads to exploitation, which is the root of 
alienation, inequality, poverty, and social breakdown. 


In other words, then, the essence of anarchism (to 
express it positively) is free co-operation between equals 
to maximise their liberty and individuality. 


Co-operation between equals is the key to anti- 
authoritarianism. By co-operation we can develop and 
protect our own intrinsic value as unique individuals as 
well as enriching our lives and liberty for "[n]o 
individual can recognise his own humanity, and 
consequently realise it in his lifetime, if not by 
recognising it in others and co-operating in its realisation 
for others." [Michael Bakunin, cited by Malatesta in 
_Anarchy_, p. 27] 
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While being anti-authoritarians, anarchists recognise that 
human beings have a social nature and that they mutually 
influence each other. We cannot escape the "authority" 
of this mutual influence, because, as Bakunin reminds 
us: 


"[t]he abolition of this mutual influence would be death. 
And when we advocate the freedom of the masses, we 
are by no means suggesting the abolition of any of the 
natural influences that individuals or groups of 
individuals exert on them. What we want is the abolition 
of influences which are artificial, privileged, legal, 
official." [quoted by Malatesta, in Anarchy _, p. 50] 


In other words, those influences which stem from 
hierarchical authority. 


A22 
Why do anarchists emphasise liberty? 


An anarchist can be regarded, in Bakunin's words, as a 
"fanatic lover of liberty, considering it as the unique 
condition under which intelligence, dignity and human 
happiness can develop and grow. . . . " [_The Paris 
Commune and the Idea of the State_]. Because human 
beings are thinking creatures, to deny them liberty is to 
deny them the opportunity to think for themselves, which 
is to deny their very existence as humans. For anarchists, 
freedom is a product of our humanity, because: 


"the very fact .. . that a person has a consciousness of 
self, of being different from others, creates a desire to act 
freely. The craving for liberty and self-expression is a 
very fundamental and dominant trait." [Emma Goldman, 
_Red Emma Speaks_, p. 393] 
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For this reason, anarchism "proposes to rescue the self- 
respect and independence of the individual from all 
restraint and invasion by authority. Only in freedom can 
man [sic] grow to his full stature. Only in freedom will 
he learn to think and move, and give the very best of 
himself. Only in freedom will he realise the true force of 
the social bonds which tie men together, and which are 
the true foundations of a normal social life." [Ibid., p. 
59] 


Thus, for anarchists, freedom is basically individuals 
pursuing their own good in their own way. Doing so 
calls forth the activity and power of individuals as they 
make decisions for and about themselves and their lives. 
Only liberty can ensure individual development and 
diversity. This is because when individuals govern 
themselves and make their own decisions they have to 
exercise their minds and this can have no other effect 
than expanding and stimulating the individuals involved. 


So, liberty is the precondition for the maximum 
development of one's individual potential, which is also 
a social product and can be achieved only in and through 
community. A healthy, free community will produce free 
individuals, who in turn will shape the community and 
enrich the social relationships between the people of 
whom it is composed. Liberties, being socially produced, 
"do not exist because they have been legally set down on 
a piece of paper, but only when they have become the 
ingrown habit of a people, and when any attempt to 
impair them will meet with the violent resistance of the 
populace ... One compels respect from others when one 
knows how to defend one's dignity as a human being. 
This is not only true in private life; it has always been 
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the same in political life as well." [Rudolf Rocker, 
_Anarcho-syndicalism_, p. 64] 


In short, liberty develops only within society, not in 
opposition to it. Thus Murray Bookchin writes: 


"What freedom, independence, and autonomy people 
have in a given historical period is the product of long 
social traditions and . . . a collective development -- 
which is not to deny that individuals play an important 
role in that development, indeed are ultimately obliged to 
do so if they wish to be free." [ Social Anarchism or 
Lifestyle Anarchism_] 


But freedom requires the right *kind* of social 
environment in which to grow and develop. Such an 
environment *must* be decentralised and based on the 
direct management of work by those who do it. For 
centralization means coercive authority (hierarchy), 
whereas self-management is the essence of freedom. 
Self-management ensures that the individuals involved 
use (and so develop) all their abilities -- particularly their 
mental ones. Hierarchy, in contrast, substitutes the 
activities and thoughts of a few for the activities and 
thoughts of all the individuals involved. Thus, rather 
than developing their abilities to the full, hierarchy 
marginalises the many and _ ensures that their 
development is blunted. 


It is for this reason that anarchists oppose both capitalism 
and statism. Capitalism, like the state, is based on 
centralised authority, the very purpose of which is to 
keep the management of work out of the hands of those 
who do it. This means "that the serious, final, complete 
liberation of the workers is possible only upon one 
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condition: that of the appropriation of capital, that is, of 
raw material and all the tools of labour, including land, 
by the whole body of the workers."[Michael Bakunin, 
_ Bakunin on Anarchism_, p. 255] 


Hence, as Noam Chomsky argues, a "consistent 
anarchist must oppose private ownership of the means of 
production and the wage slavery which is a component 
of this system, as incompatible with the principle that 
labour must be freely undertaken and under the control 
of the producer." [ Notes on Anarchism_] 


Thus, liberty for anarchists means a non-authoritarian 
society in which individuals and groups practice self- 
management, i.e. they govern themselves. The 
implications of this are important. First, it implies that an 
anarchist society will be non-coercive, that is, one in 
which violence or the threat of violence will not be used 
to "convince" individuals to do anything. Second, it 
implies that anarchists are firm supporters of individual 
sovereignty, and that, because of this support, they also 
oppose institutions based on coercive authority, i.e. 
hierarchy. And finally, it implies that anarchists’ 
opposition to "government" means only that they oppose 
centralised, hierarchical, bureaucratic organisations or 
government. They do not oppose self-government 
through confederations of decentralised, grassroots 
organisations, so long as these are based on direct 
democracy rather than the delegation of power to 
"representatives." For authority is the opposite of liberty, 
and hence any form of organisation based on the 
delegation of power is a threat to the liberty and dignity 
of the people subjected to that power. 


A. 


Anarchists consider freedom to be the only social 
environment within which human dignity and diversity 
can flower. Under capitalism and statism, however, there 
is no freedom for the majority, as private property and 
hierarchy ensure that the inclination and judgement of 
most individuals will be subordinated to the will of a 
master, severely restricting their liberty and making 
impossible the "full development of all the material, 
intellectual and moral powers that are latent in each 
person" [Bakunin, Op. Cit.] (see section B for further 
discussion of the hierarchical and authoritarian nature of 
capitalism and statism). 


A23 
Are anarchists in favour of organisation? 


Yes. Without association, a truly human life is 
impossible. Liberty *cannot* exist without society and 
organisation. As George Barrett, in Objections to 
Anarchism_, points out: 


"[t]o get the full meaning out of life we must co-operate, 
and to co-operate we must make agreements with our 
fellow-men. But to suppose that such agreements mean a 
limitation of freedom is surely an absurdity; on the 
contrary, they are the exercise of our freedom. 


"If we are going to invent a dogma that to make 
agreements is to damage freedom, then at once freedom 
becomes tyrannical, for it forbids men to take the most 
ordinary everyday pleasures. For example, I cannot go 
for a walk with my friend because it is against the 
principle of Liberty that I should agree to be at a certain 
place at a certain time to meet him. I cannot in the least 
extend my own power beyond myself, because to do so I 
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must co-operate with someone else, and co-operation 
implies an agreement, and that is against Liberty. It will 
be seen at once that this argument is absurd. I do not 
limit my liberty, but simply exercise it, when I agree 
with my friend to go for a walk." 


As far as organisation goes, anarchists think that "far 
from creating authority, [it] is the only cure for it and the 
only means whereby each of us will get used to taking an 
active and conscious part in collective work, and cease 
being passive instruments in the hands of leaders." 
[Errico Malatesta, Life and Ideas _, p. 86]. 


The fact that anarchists are in favour of organisation may 
seem strange at first, but this is because we live in a 
society in which virtually all forms of organisation are 
authoritarian, making them appear to be the only kind 
possible. What is usually not recognised is that this mode 
of organisation is historically conditioned, arising within 
a specific kind of society -- one whose motive principles 
are domination and_ exploitation. According to 
archaeologists and anthropologists, this kind of society 
has only existed for about 5,000 years, having appeared 
with the first primitive states based on conquest and 
slavery, in which the labour of slaves created a surplus 
which supported a ruling class. 


Prior to that time, for hundreds of thousands of years, 
human and proto-human societies were what Murray 
Bookchin calls "organic," that is, based on co-operative 
forms of economic activity involving mutual aid, free 
access to productive resources, and a sharing of the 
products of communal labour according to need. 
Although such societies probably had status rankings 
based on age, there were no hierarchies in the sense of 
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institutionalized dominance-subordination _ relations 
enforced by coercive sanctions and resulting in class- 
stratification involving the economic exploitation of one 
class by another [see Murray Bookchin, The Ecology of 
Freedom_]. 


It must be emphasised, however, that anarchists do *not* 
advocate going "back to the Stone Age." We merely note 
that since the  hierarchical-authoritarian mode of 
organisation is a relatively recent development in the 
course of human social evolution, there is no reason to 
suppose that it is somehow "fated" to be permanent. We 
do not think that human beings are genetically 
"programmed" for authoritarian, competitive, and 
aggressive behaviour, as there is no credible evidence to 
support this claim. On the contrary, such behaviour is 
socially conditioned, or *learned,* and as such, can be 
*unlearned* [see Ashley Montagu, _The Nature of 
Human Aggression_ ]. We are not fatalists or genetic 
determinists, but believe in free will, which means that 
people can change the way they do things, including the 
way they organise society. 


And there is no doubt that society needs to be better 
organised, because presently most of its wealth -- which 
is produced by the majority -- and power gets distributed 
to a small, elite minority at the top of the social pyramid, 
causing deprivation and _ suffering for the rest, 
particularly for those at the bottom. Yet because this 
elite controls the means of coercion through its control of 
the state (see B.2.4), it is able to suppress the majority 
and ignore its suffering -- a phenomenon that occurs on a 
smaller scale within all hierarchies. Little wonder, then, 
that people within authoritarian and _ centralised 
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structures come to hate them as a denial of their freedom. 
As Alexander Berkman puts it: 


"capitalist society is so badly organised that its various 
members suffer: just as when you have a pain in some 
part of you, your whole body aches and you are ill... , 
not a single member of the organisation or union may 
with impunity be discriminated against, suppressed or 
ignored. To do so would be the same as to ignore an 
aching tooth: you would be sick all over" [Alexander 
Berkman, Op. Cit., p. 53]. 


Yet this is precisely what happens in capitalist society, 
with the result that it is, indeed, "sick all over." 


For these reasons, anarchists reject authoritarian forms of 
organization and instead support associations based on 
free agreement. Free agreement is important because, in 
Berkman's words, "[o]nly when each is a free and 
independent unit, co-operating with others from his own 
choice because of mutual interests, can the world work 
successfully and become powerful" [Op. Cit., p. 53]. In 
the "political" sphere, this means direct democracy and 
confederation, which are the expression and environment 
of liberty. Direct (or participatory) democracy is 
essential because liberty and equality imply the need for 
forums within which people can discuss and debate as 
equals and which allow for the free exercise of what 
Murray Bookchin calls "the creative role of dissent." 


Anarchist ideas on libertarian organisation and the need 


for direct democracy and confederation will be discussed 
further in sections A.2.9 and A.2.10. 
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A2A4 
Are anarchists in favour of "absolute" liberty? 


No. Anarchists do not believe that everyone should be 
able to "do whatever they like," because some actions 
invariably involve the denial of the liberty of others. 


For example, anarchists do not support the "freedom" to 
rape, to exploit, or to coerce others. Neither do we 
tolerate authority. On the contrary, since authority is a 
threat to liberty, equality, and solidarity (not to mention 
human dignity), anarchists recognise the need to resist 
and overthrow it. 


The exercise of authority is not freedom. No one has a 
"right" to rule others. As Malatesta points out, anarchism 
supports "freedom for everybody. . .with the only limit 
of the equal freedom for others; which does *not* mean. 
. . that we recognise, and wish to respect, the 'freedom' to 
exploit, to oppress, to command, which is oppression and 
certainly not freedom." [Errico Malatesta, Life and 
Ideas_, p. 53]. 


In a capitalist society, resistance to all forms of 
hierarchical authority is the mark of a free person -- be it 
private (the boss) or public (the state). As Henry David 
Thoreau pointed out in his essay on "Civil Disobedience" 
(1847) 


"Disobedience is the true foundation of liberty. The 
obedient must be slaves." 


A225 
Why are anarchists in favour of equality? 
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As mentioned in A.2, anarchists are dedicated to social 
equality because it is the only context in which 
individual liberty can flourish. However, there has been 
much nonsense written about "equality," and much of 
what is commonly believed about it is very strange 
indeed. Before discussing what anarchist *do* mean by 
equality, we have to indicate what we *do not* mean by 
it. 


Anarchists do *not* believe in "equality of endowment," 
which is not only non-existent but would be *very* 
undesirable if it could be brought about. Everyone is 
unique. Biologically determined human differences not 
only exist but are "a cause for joy, not fear or regret." 
Why? Because "life among clones would not be worth 
living, and a sane person will only rejoice that others 
have abilities that they do not share" [Noam Chomsky 
_Red and Black Revolution_, No. 2]. 


That some people *seriously* suggest that anarchists 
means by "equality" that everyone should be *identical* 
is a sad reflection on the state of present-day intellectual 
culture and the corruption of words -- a corruption used 
to divert attention from an unjust and authoritarian 
system and side-track people into discussions of biology. 


Nor are anarchists in favour of so-called "equality of 
outcome." We have *no* desire to live in a society were 
everyone gets the same goods, lives in the same kind of 
house, wears the same uniform, etc. Part of the reason 
for the anarchist revolt against capitalism and statism is 
that they standardise so much of life [see George 
Reitzer's _The McDonaldization of Society. on why 
capitalism is driven towards standardisation and 
conformity]. 
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"Equality of outcome" can only be introduced and 
maintained by force, which would *not* be equality 
anyway, as some would have more power than others! 
"Equality of outcome" is particularly hated by anarchists, 
as we recognise that every individual has different needs, 
abilities, desires and interests. To make all consume the 
same would be tyranny. Obviously, if one person needs 
medical treatment and another does not, they do not 
receive an "equal" amount of medical care. The same is 
true of other human needs. 


For anarchists, these "concepts" of "equality" are 
meaningless. Equality, in anarchist theory, does not 
mean denying individual diversity or uniqueness. As 
Bakunin observes: 


"once equality has triumphed and is well established, 
will there be no longer any difference in the talents and 
degree of application of the various individuals? There 
will be a difference, not so many as exist today, perhaps, 
but there will always be differences. Of that there can be 
no doubt. This is a proverbial truth which will probably 
never cease to be true -- that no tree ever brings forth 
two leaves that are exactly identical. How much more 
will this be true of men, men being much more 
complicated creatures than leaves. But such diversity, far 
from constituting an affliction is. . . one of the assets of 
mankind. Thanks to it, the human race is a collective 
whole wherein each human being complements the rest 
and has need of them; so that this infinite variation in 
human beings is the very cause and chief basis of their 
solidarity -- an important argument in favour of equality" 
[_ Integral Education_] 
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Equality for anarchists means *social* equality, or, to 
use Murray Bookchin's term, the "equality of unequals." 
By this he means that hierarchical social relationships 
are abolished in favour of ones that encourage 
participation and are based on the principle of "one 
person, one vote." Therefore, social equality in the 
workplace, for example, means that everyone has an 
equal say in the policy decisions on how the workplace 
develops and changes. Anarchists are strong believers in 
the maxim "that which touches all, is decided by all." 


This does not mean, of course, that expertise will be 
ignored or that everyone will decide everything. As far 
as expertise goes, different people have different 
interests, talents, and abilities, so obviously they will 
want to study different things and do different kinds of 
work. It is also obvious that when people are ill they 
consult a doctor -- an expert -- who manages his or her 
own work rather than being directed by a committee. We 
are sorry to have to bring these points up, but once the 
topics of social equality and workers' self-management 
come up, some people start to talk nonsense. It is 
common sense that a hospital managed in a socially 
equal way will *not* involve non-medical staff voting 
on how doctors should perform an operation! 


In fact, social equality and individual liberty are 
inseparable. Without the collective self-management of 
decisions that affect a group (equality) to complement 
the individual self-management of decisions that affect 
the individual (liberty), a free society is impossible. For 
without both, some will have power over others, making 
decisions *for* them (i.e. governing them), and thus 
some will be more free than others. 
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Section F.3 ("Why do '‘anarcho'-capitalists generally 
place little or no value on 'equality,' and what do they 
mean by that term?) discusses anarchist ideas on equality 
further. 


A26 
Why is solidarity important to anarchists? 


Solidarity, or mutual aid, is a key idea of anarchism. It is 
the link between the individual and society, the means by 
which individuals can work together to meet their 
common interests in an environment that supports and 
nurtures both liberty and equality. For anarchists, mutual 
aid is a fundamental feature of human life, a source of 
both strength and happiness and a _ fundamental 
requirement for a fully human existence. 


Erich Fromm, noted psychologist and socialist humanist, 
points out that the "human desire to experience union 
with others is rooted in the specific conditions of 
existence that characterise the human species and is one 
of the strongest motivations of human behaviour" [_ To 
Be or To Have_, p. 107]. Therefore anarchists consider 
the desire to form "unions" (to use Max Stirner's term) 
with other people to be a natural need. These unions, or 
associations, must be based on equality and individuality 
in order to be fully satisfying to those who join them -- 
i.e. they must be organized in an anarchist manner, 1.e. 
voluntary, decentralised, and non-hierarchical. 


Solidarity -- co-operation between individuals -- is 
necessary for life and is far from a denial of liberty. 
"What wonderful results this unique force of man's 
individuality has achieved when strengthened by co- 
operation with other individualities," Emma Goldman 
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observes. "Co-operation — as opposed to internecine 
strife and struggle -- has worked for the survival and 
evolution of the species. . . . [O]nly mutual aid and 
voluntary co-operation. . . can create the basis for a free 
individual and associational life" [ Red Emma Speaks_, 
p. 95]. 


Solidarity means associating together as equals in order 
to satisfy our common interests and needs. Forms of 
association not based on solidarity (i.e. those based on 
inequality) will crush the individuality of those subjected 
to them. As Ret Marut points out, liberty needs 
solidarity, the recognition of common interests: 


"The most noble, pure and true love of mankind is the 
love of oneself. *I* want to be free! *I* hope to be 
happy! *I* want to appreciate all the beauties of the 
world. But my freedom is secured *only* when all other 
people around me are free. I can only be happy when all 
other people around me are happy. I can only be joyful 
when all the people I see and meet look at the world with 
joy-filled eyes. And *only* then can I eat my fill with 
pure enjoyment when I have the secure knowledge that 
other people, too, can eat their fill as I do. And for that 
reason it is a question of *my own contentment,* only of 
*my own self,* when I rebel against every danger which 
threatens my freedom and my happiness. . ." [Ret Marut 
(a.k.a. B. Traven), The BrickBurner_ magazine quoted 
by Karl S. Guthke, _B. Traven: The life behind the 
legends_, pp. 133-4] 


To practice solidarity means that we recognise, as in the 


slogan of Industrial Workers of the World, that "an 
injury to one is an injury to all." Solidarity, therefore, is 
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the means to protect individuality and liberty and so is an 
expression of self-interest. As Alfie Kohn points out: 


"when we think about co-operation. . . we tend to 
associate the concept with fuzzy-minded idealism. . . 
This may result from confusing co-operation with 
altruism. . . Structural co-operation defies the usual 
egoism/altruism dichotomy. It sets things up so that by 
helping you I am helping myself at the same time. Even 
if my motive initially may have been selfish, our fates 
now are linked. We sink or swim together. Co-operation 
is a shrewd and highly successful strategy - a pragmatic 
choice that gets things done at work and at school even 
more effectively than competition does. . . There is also 
good evidence that co-operation is more conductive to 
psychological health and to liking one another." [ No 
Contest: The Case Against Competition_, p. 7] 


And, within a hierarchical society, solidarity is important 
not only because of the satisfaction it gives us, but also 
because it is necessary to resist those in power. By 
standing together, we can increase our strength and get 
what we want. Eventually, by organising into groups, we 
can start to manage our own collective affairs together 
and so replace the boss once and for all. "*Unions* will. 
.. multiply the individual's means and secure his assailed 
property" [Max Stimer, The Ego and Its Own, p. 258]. 
By acting in solidarity, we can also replace the current 
system with one more to our liking. There is power in 
"union." 


Solidarity is thus the means by which we can obtain and 
ensure our own freedom. We agree to work together so 
that we will not have to work for *another.* By agreeing 
to share with each other we increase our options so that 
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we may enjoy *more,* not less. Mutual aid is in my self- 
interest -- that is, I see that it is to my advantage to reach 
agreements with others based on mutual respect and 
social equality; for if I dominate someone, this means 
that the conditions exist which allow domination, and so 
in all probability I too will be dominated in turn. 


As Max Stimer saw, solidarity is the means by which we 
ensure that our liberty is strengthened and defended from 
those in power who want to rule us: "Do you yourself 
count for nothing then?", he asks. "Are you bound to let 
anyone do anything he wants to you? Defend yourself 
and no one will touch you. If millions of people are 
behind you, supporting you, then you are a formidable 
force and you will win without difficulty." [quoted in in 
Luigi Galleani's _The End of Anarchism? _, p. 79 - 
different translation in _The Ego and Its Own_, p. 197] 


Solidarity, therefore, is important to anarchists because it 
is the means by which liberty can be created and 
defended against power. Solidarity is strength and a 
product of our nature as social beings. However, 
solidarity should not be confused with "herdism," which 
implies passively following a leader. In order to be 
effective, solidarity must be created by free people, co- 
operating together as *equals.* The "big WE" is *not* 
solidarity, although the desire for "herdism" is a product 
of our need for solidarity and union. It is a "solidarity" 
corrupted by hierarchical society, in which people are 
conditioned to blindly obey leaders. 


A27 
Why do anarchists argue for self-liberation? 
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Liberty, by its very nature, cannot be given. An 
individual cannot be freed by another, but must break his 
or her own chains through their own effort. Of course, 
self-effort can also be part of collective action, and in 
many cases it has to be in order to attain its ends. As 
Emma Goldman points out: 


"history tells us that every oppressed class [or group or 
individual] gained true liberation from its masters by its 
own efforts" [_ Red Emma Speaks , p. 142]. 


Anarchists have long argued that people can only free 
themselves by their own actions. The various methods 
anarchists suggest to aid this process will be discussed in 
section J ("What Do Anarchists Do?") and will not be 
discussed here. However, these methods all involve 
people organising themselves, setting their own agendas, 
and acting in ways that empower them and eliminate 
their dependence on leaders to do things for them. 
Anarchism is based on people "acting for themselves" 
(performing what anarchists call "direct action"). 


Direct action has an empowering and liberating effect on 
those involved init. Self-activity is the means by which 
the creativity, initiative, imagination and critical thought 
of those subjected to authority can be developed. It is the 
means by which society can be changed. As Errico 
Malatesta points out "[b]letween man and his social 
environment there is a reciprocal action. Men make 
society what it is and society makes men what they are, 
and the result is therefore a kind of vicious circle... . 
Fortunately existing society has not been created by the 
inspired will of a dominating class, which has succeeded 
in reducing all its subjects to passive and unconscious 
instruments. . . . It is the result of a thousand internecine 
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struggles, of a thousand human and natural factors. . . . 
[| Life and Ideas _, p. 188] 


Society, while shaping all individuals, is also created by 
them, through their actions, thoughts, and ideals. 
Challenging institutions that limit one's freedom is 
mentally liberating, as it sets in motion the process of 
questioning authoritarian relationships in general. This 
process gives us insight into how society works, 
changing our ideas and creating new ideals. To quote 
Emma Goldman again: "True emancipation begins. . . in 
woman's soul." And in a man's too, we might add. It is 
only here that we can "begin [our] inner regeneration, 
[cutting] loose from the weight of prejudices, traditions 
and customs" [Op. Cit., page 142]. But this process must 
be self-directed, for as Max Stirner notes, "the man who 
is set free is nothing but a freed man. . . a dog dragging a 
piece of chain with him." [Max Stirner, Op. Cit., p. 168] 


In an interview during the Spanish Revolution, the 
Spanish anarchist militant Durutti said, "we have a new 
world in our hearts." Only self-activity and self- 
liberation allows us to create such a vision in our hearts 
and gives us the confidence to try to actualise it in the 
real world. 


Anarchists, however, do not think that self-liberation 
must wait for the future, after the "glorious revolution." 
The personal is political, and given the nature of society, 
how we act in the here and now will influence the future 
of our society and our lives. Therefore, even in pre- 
anarchist society anarchists try to create, as Bakunin puts 
it, "not only the ideas but also the facts of the future 
itself." We can do so by creating alternative social 
relationships and organisations, acting as free people in a 
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non-free society. Only by our actions in the here and 
now can we lay the foundation for a free society. 


Revolution is a process, not an event, and every 
"spontaneous revolutionary action" is usually results 
from and is based upon the patient work of many years 
of organisation and education by people with "utopian" 
ideas. The process of "creating the new world in the shell 
of the old" (to use another IWW expression), by building 
alternative institutions and relationships, is but one 
component of what must be a long tradition of 
revolutionary commitment and militancy. 


As Malatesta made clear, "to encourage popular 
organisations of all kinds is the logical consequence of 
our basic ideas, and should therefore be an integral part 


of our programme. . . anarchists do not want to 
emancipate the people; we want the people to 
emancipate themselves. .. , we want the new way of life 


to emerge from the body of the people and correspond to 
the state of their development and advance as they 
advance." [Op. Cit. p. 90] 


A28 
Is it possible to be an anarchist without opposing hierarchy? 


No. We have seen that anarchists abhor authoritarianism. 
But if one is an anti-authoritarian, one must oppose all 
hierarchical institutions, since they embody the principle 
of authority. The argument for this (if anybody needs 
one) is as follows: 


A hierarchy is a pyramidally-structured organisation 


composed of a series of grades, ranks, or offices of 
increasing power, prestige, and (usually) remuneration. 
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Scholars who have investigated the hierarchical form 
have found that the two primary principles it embodies 
are domination and exploitation. For example, in his 
article "What Do Bosses Do?" (Review of Radical 
Political Economics , 6, 7), a study of the modern 
factory, Steven Marglin found that the main function of 
the corporate hierarchy is not greater productive 
efficiency (as capitalists claim), but greater control over 
workers, the purpose of such control being more 
effective exploitation. 


Control in a hierarchy is maintained by coercion, that is, 
by the threat of negative sanctions of one kind or 
another: physical, economic, psychological, social, etc. 
Such control, including the repression of dissent and 
rebellion, therefore necessitates centralisation: a set of 
power relations in which the greatest control is exercised 
by the few at the top (particularly the head of the 
organisation), while those in the middle ranks have much 
less control and the many at the bottom have virtually 
none. 


Since domination, coercion, and centralisation are 
essential features of authoritarianism, and as those 
features are embodied in hierarchies, all hierarchical 
institutions are authoritarian. Moreover, for anarchists, 
any organisation marked by hierarchy, centralism and 
authoritarianism is state-like, or "statist." And as 
anarchists oppose both the state and authoritarian 
relations, anyone who does not seek to dismantle *all* 
forms of hierarchy cannot be called an anarchist. 


Some argue that as long as an association is voluntary, 


whether it has an hierarchical structure is irrelevant. 
Anarchists disagree. If we take the key element as being 


91 


whether an association is voluntary or not we would 
have to argue that the current statist system must be 
considered as "anarchy" - no one forces an individual to 
live in a specific state. We are free to leave and go 
somewhere else. By ignoring the hierarchical nature of 
an association, you can end up supporting organisations 
based upon the denial of freedom (including capitalist 
companies, the armed forces, states even) all because 
they are "voluntary." Anarchy is more than being free to 
pick a master. 


Therefore opposition to hierarchy is a key anarchist 
position, otherwise you just become a "voluntary archist" 
- which is hardly anarchistic. For more on this see 
section A.2.14 (Why is voluntarism not enough?). 


Anarchists argue that organisations do not need to be 
hierarchical, they can be based upon co-operation 
between equals who manage their own affairs directly. In 
this way we can do without hierarchical structures (i.e. 
the delegation of power in the hands of a few). Only 
when an association is self-managed by its members can 
it be considered truly anarchistic. 


We are sorry to belabour this point, but some capitalist 
apologists, apparently wanting to appropriate the 
"anarchist" name because of its association with 
freedom, have recently claimed that one can be both a 
capitalist and an anarchist at the same time (as in so- 
called "anarcho"-capitalism). It should now be clear that 
since capitalism is based on hierarchy (not to mention 
statism and exploitation), "anarcho"-capitalism is a 
contradiction in terms. (For more on this, see section F) 
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A29 
What sort of society do anarchists want? 


Anarchists desire a decentralised society, based on free 
association. We consider this form of society the best 
one for maximising the values we have outlined above -- 
liberty, equality and solidarity. Only by a rational 
decentralisation of power, both structurally and 
territorially, can individual liberty be fostered and 
encouraged. The delegation of power into the hands of a 
minority is an obvious denial of individual liberty and 
dignity. Rather than taking the management of their own 
affairs away from people and putting it in the hands of 
others, anarchists favour organisations which minimise 
authority, keeping power at the base, in the hands of 
those who are affected by any decisions reached. 


Free association is the cornerstone of an anarchist 
society. Individuals must be free to join together as they 
see fit, for this is the basis of freedom and human 
dignity. However, any such free agreement must be 
based on decentralisation of power; otherwise it will be a 
sham (as in capitalism), as only equality provides the 
necessary social context for freedom to grow and 
development. Therefore anarchists support directly 
democratic collectives, based on "one person one vote" 
(for the rationale of direct democracy as the political 
counterpart of free agreement, see section A.2.11, "Why 
are most anarchists in favour of direct democracy?"). 


We should point out here that an anarchist society does 
not imply some sort of idyllic state of harmony within 
which everyone agrees. Far from it! As Luigi Galleani 
points out, "[d]isagreements and friction will always 
exist. In fact they are an essential condition of unlimited 
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progress. But once the bloody area of sheer animal 
competition - the struggle for food - has been eliminated, 
problems of disagreement could be solved without the 
slightest threat to the social order and individual liberty." 
[ The End of Anarchism? , p. 28] 


Therefore, an anarchist society will be based upon co- 
operative conflict as "[c]onflict, per se, is not harmful. . . 
disagreements exist [and should not be hidden] . . . What 
makes disagreement destructive is not the fact of conflict 
itself but the addition of competition." [Alfie Kohn, No 
Contest: The Case Against Competition, p. 156] 
Indeed, "a rigid demand for agreement means that people 
will effectively be prevented from contributing their 
wisdom to a group effort." [Ibid.] It is for this reason that 
most anarchists reject consensus decision making in 
large groups (see section A.2.12). 


So, in an anarchist society associations would be run by 
mass assemblies of all involved, based upon extensive 
discussion, debate and co-operative conflict between 
equals, with purely administrative tasks being handled 
by elected committees. These committees would be 
made up of mandated, recallable and temporary 
delegates who carry out their tasks under the watchful 
eyes of the assembly which elected them. If the delegates 
act against their mandate or try to extend their influence 
or work beyond that already decided by the assembly 
(i.e. if they start to make policy decisions), they can be 
instantly recalled and their decisions abolished. In this 
way, the organisation remains in the hands of the union 
of individuals who created it. 


This power of recall is an essential tenet of any anarchist 
organisation. The *key* difference between a statist or 
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hierarchical system and an anarchist community is who 
wields power. In a parliamentary system people give 
power to a group of representatives to make decisions for 
them for a fixed period of time. Whether they carry out 
their promises is irrelevant as people cannot recall them 
till the next election. Power lies at the top and those at 
the base are expected to obey. In an anarchist society this 
relationship is reversed. No one individual or group 
(elected or unelected) holds power in an anarchist 
community. Instead decisions are made using direct 
democratic principles and, when _ required, the 
community can elect or appoint delegates to carry out 
these decisions. There is a clear distinction between 
policy making (which lies with everyone who is 
affected) and the co-ordination and administration of any 
adopted policy (which is the job for delegates). 


These egalitarian communities, founded by free 
agreement, also freely associate together in 
confederations. Such a free confederation would be run 
from the bottom up, with decisions following from the 
elemental assemblies upwards. The confederations 
would be run in the same manner as the collectives. 
There would be regular local regional, "national" and 
international conferences in which all important issues 
and problems affecting the collectives involved would be 
discussed. In addition, the fundamental, guiding 
principles and ideas of society would be debated and 
policy decisions made, put into practice, reviewed, and 
co-ordinated. 


Action committees would be formed, if required, to co- 
ordinate and administer the decisions of the assemblies 
and their congresses, under strict control from below as 
discussed above. Delegates to such bodies would have a 
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limited tenure and have a fixed mandate - they are not 
able to make decisions on behalf of the people they are 
delegates for. 


Most importantly, the basic community assemblies can 
overturn any decisions reached by the conferences and 
withdraw from any confederation. Any compromises that 
are made by a delegate during negotiations have to go 
back to a general assembly for ratification. Without that 
ratification any compromises that are made by a delegate 
are not binding on the community that has delegated a 
particular task to a particular individual or committee. In 
addition, the assemblies can call confederal conferences 
to discuss new developments and to inform action 
committees about changing wishes and to instruct them 
on what to do about any developments and ideas. 


By organising in this manner, hierarchy is abolished, 
because the people at the base of the organisation are in 
control, *not* their delegates. Only this form of 
organisation can replace government (the initiative and 
empowerment of the few) with anarchy (the initiative 
and empowerment of all). This form of organisation 
would exist in all activities which required group work 
and the co-ordination of many people. It would be, as 
Bakunin said, the means "to integrate individuals into 
structures which they could understand and control." For 
individual initiatives, the individual involved would 
manage them. 


As can be seen, anarchists wish to create a society based 
upon structures that ensure that no individual or group is 
able to wield power over others. Free agreement, 
confederation and the power of recall, fixed mandates 
and limited tenure are mechanisms by which power is 
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removed from the hands of governments and placed in 
the hands of those directly affected by the decisions. For 
a fuller discussion on what an anarchist society would 
look like see section I. 


A.2.10 
What will abolishing hierarchy mean and achieve? 


The creation of a new society based upon libertarian 
organisations will have an incalculable effect on 
everyday life. The empowerment of millions of people 
will transform society in ways we can only guess at now. 
However, many consider these forms of organisation as 
impractical and doomed to failure. 


To those who say that such confederal, non-authoritarian 
organizations would produce confusion and disunity, 
anarchists maintain that the statist, centralised and 
hierarchical form of organisation produces indifference 
instead of involvement, heartlessness instead of 
solidarity, uniformity instead of unity, and privileged 
elites instead of equality. More importantly, such 
organisations destroy individual initiative and crush 
independent action and critical thinking. (For more on 
hierarchy, see section B.1, "Why are anarchists against 
authority and hierarchy?" and related sections). 


That libertarian organisation can work and is based upon 
(and promotes) liberty was demonstrated in the Spanish 
Anarchist movement. Fenner Brockway, Secretary of the 
British Independent Labour Party, when visiting 
Barcelona during the 1936 revolution, noted that "the 
great solidarity that existed among the Anarchists was 
due to each individual relying on his [sic] own strength 
and not depending upon leadership. . . . The 
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organisations must, to be successful, be combined with 
free-thinking people; not a mass, but free individuals" 
[quoted by Rudolf Rocker, _Anarcho-syndicalism_, p. 
58] 


As _ sufficiently indicated already, hierarchical, 
centralised structures restrict freedom. As Proudhon 
noted: "the centralist system is all very well as regards 
size, simplicity and construction: it lacks but one thing -- 
the individual no longer belongs to himself in such a 
system, he cannot feel his worth, his life, and no account 
is taken of him at all" [quoted in Paths in Utopia_, 
Martin Buber, p. 33]. 


The effects of hierarchy can be seen all around us. It 
does not work. Hierarchy and authority exist 
everywhere, in the workplace, at home, in the street. As 
Bob Black puts it, "If you spend most of your waking 
life taking orders or kissing ass, if you get habituated to 
hierarchy, you will become passive-aggressive, sado- 
masochistic, servile and stupefied, and you will carry 
that load into every aspect of the balance of your life." 
[_ The Libertarian as Conservative _]. 


This means that the end of hierarchy will mean a 
*massive* transformation in everyday life. It will 
involve the creation of individual-centred organisations 
within which all can exercise, and so develop, their 
abilities to the fullest. By involving themselves and 
participating in the decisions that affect them, their 
workplace, their community and society, they can ensure 
the full development of their individual capacities. 


Only self-determination and free agreement on every 
level of society can develop the responsibility, initiative, 
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intellect and solidarity of individuals and society as a 
whole. Only anarchist organisation allows the vast talent 
which exists within humanity to be accessed and used, 
enriching society by the very process of enriching and 
developing the individual. Only by involving everyone 
in the process of thinking, planning, co-ordinating and 
implementing the decisions that affect them can freedom 
blossom and individuality be fully developed and 
protected. Anarchy will release the creativity and talent 
of the mass of people enslaved by hierarchy. 


Anarchy will even be of benefit for those who are said to 
benefit from capitalism and its authority relations. 
Anarchists "maintain that *both* rulers and ruled are 
spoiled by authority; *both* exploiters and exploited are 
spoiled by exploitation" [Peter Kropotkin, Act for 
Yourself_, p. 83]. This is because "[i]n any hierarchical 
relationship the dominator as well as the submissive pays 
his dues. The price paid for the 'glory of command' is 
indeed heavy. Every tyrant resents his duties. He is 
relegated to drag the dead weight of the dormant creative 
potential of the submissive all along the road of his 
hierarchical excursion." [_The Right to Be Greedy_, For 
Ourselves]. 


A211 
Why are most anarchists in favour of direct democracy? 


For most anarchists, direct democratic voting on policy 
decisions within free associations is the political 
counterpart of free agreement. The reason is that "many 
forms of domination can be carried out in a ‘free.’ non- 
coercive, contractual manner. . . and it is naive. . . to 
think that mere opposition to political control will in 
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itself lead to an end of oppression." [John P. Clark, 
_Max Stirmmer's Egoism_, p. 93] 


It is obvious that individuals must work together in order 
to lead a fully human life. And so, "[h]aving to join with 
others humans . . . [the individual has three options;] he 
[or she] must submit to the will of others (be enslaved) 
or subject others to his will (be in authority) or live with 
others in fraternal agreement in the interests of the 
greatest good of all (be an associate). Nobody can escape 
from this necessity." [Errico Malatesta, _The Anarchist 
Revolution_, p. 85] 


Anarchists obviously pick the last option, association, as 
the only means by which individuals can work together 
as free and equal human beings, respecting the 
uniqueness and liberty of one another. Only within direct 
democracy can individuals express themselves, practice 
critical thought and self-government, so developing their 
intellectual and ethical capacities to the full. In terms of 
increasing an individual's freedom and their intellectual, 
ethical and social faculties, it is far better to be 
sometimes in a minority than be subject to the will of a 
boss all the time. So what is the theory behind anarchist 
direct democracy? 


Once an individual joins a community or workplace, he 
or she becomes a "citizen" (for want of a better word) of 
that association. The association is organised around an 
assembly of all its members (in the case of large 
workplaces and towns, this may be a functional sub- 
group such as a specific office or neighbourhood). In this 
assembly, in concert with others, the content of his or her 
political obligations are defined. In acting within the 
association, people must exercise critical judgement and 
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choice, i.e. manage their own activity. This means that 
political obligation is not owed to a separate entity above 
the group or society, such as the state or company, but to 
one's fellow "citizens." 


Although the assembled people collectively legislate the 
rules governing their association, and are bound by them 
as individuals, they are also superior to them in the sense 
that these rules can always be modified or repealed. 
Collectively, the associated "citizens" constitute a 
political authority, but as this authority is based on 
horizontal relationships between themselves rather than 
vertical ones between themselves and an elite, the 
"authority" is non-hierarchical ("rational" or "natural," 
see section B.1, "Why are anarchists against authority 
and hierarchy?" for more on this). Thus Proudhon: 


"In place of laws, we will put contracts [i.e. free 
agreement]. - No more laws voted by a majority, nor 
even unanimously; each citizen, each town, each 
industrial union, makes its own laws." [_The General 
Idea of the Revolution_, pp. 245-6] 


Such a society would be based upon industrial 
democracy, for within the workers' associations "all 
positions are elective, and the by-laws subject to the 
approval of the members." [Op. Cit., p. 222] Instead of 
capitalist or statist hierarchy, self-management (i.e. 
direct democracy) would be the guiding principle of the 
freely joined associations that make up a free society. 


Of course it could be argued that if you are in a minority, 
you are governed by others ("Democratic rule is still 
rule" [L. Susan Brown, _ The Politics of Individualism_, 
p. 53]). Now, the concept of direct democracy as we 
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have described it is not necessarily tied to the concept of 
majority rule. If someone finds themselves in a minority 
on a particular vote, he or she is confronted with the 
choice of either consenting or refusing to recognise it as 
binding. To deny the minority the opportunity to exercise 
its judgement and choice is to infringe its autonomy and 
to impose obligation upon it which it has not freely 
accepted. The coercive imposition of the majority will is 
contrary to the ideal of self-assumed obligation, and so is 
contrary to direct democracy and free association. 
Therefore, far from being a denial of freedom, direct 
democracy within the context of free association and 
self-assumed obligation is the only means by which 
liberty can be nurtured. Needless to say, a minority, if it 
remains in the association, can argue its case and try to 
convince the majority of the error of its ways. 


And we must point out here that anarchist support for 
direct democracy does not suggest we think that the 
majority is always right. Far from it! The case for 
democratic participation is not that the majority is 
always right, but that no minority can be trusted not to 
prefer its own advantage to the good of the whole. 
History proves what common-sense predicts, namely that 
anyone with dictatorial powers (by they a head of state, a 
boss, a husband, whatever) will use their power to enrich 
and empower themselves at the expense of those subject 
to their decisions. 


Anarchists recognise that majorities can and do make 
mistakes and that is why our theories on association 
place great importance on minority rights. This can be 
seen from our theory of self-assumed obligation, which 
bases itself on the right of minorities to protest against 
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majority decisions and makes dissent a key factor in 
decision making. Thus Carole Pateman: 


"If the majority have acted in bad faith. . . [then the] 
minority will have to take political action, including 
politically disobedient action if appropriate, to defend 
their citizenship and independence, and the political 
association itself. . . Political disobedience is merely one 
possible expression of the active citizenship on which a 
self-managing democracy is based . . . The social 
practice of promising involves the right to refuse or 
change commitments; similarly, the practice of self- 
assumed political obligation is meaningless without the 
practical recognition of the right of minorities to refuse 
or withdraw consent, or where necessary, to disobey." 
[_ The Problem of Political Obligation , p. 162] 


Moving beyond relationships within associations, we 
must highlight how different associations work together. 
As would be imagined, the links between associations 
follow the same outlines as for the associations 
themselves. Instead of individuals joining an association, 
we have associations joining confederations. The links 
between associations in the confederation are of the 
same horizontal and voluntary nature as_ within 
associations, with the same rights of "voice and exit" for 
members and the same rights for minorities. In this way 
society becomes an association of associations, a 
community of communities, a commune of communes, 
based upon maximising individual freedom by 
maximising participation and self-management. 


The workings of such a confederation are outlined in 
section A.2.9 (What sort of society do anarchists want?) 
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and discussed in greater detail in section I (What would 
an anarchist society look like?). 


This system of direct democracy fits nicely into anarchist 
theory. Malatesta speaks for all anarchists when he 
argued that "anarchists deny the right of the majority to 
govern human society in general." [Op. Cit., p. 100] As 
can be seen, the majority has no right to enforce itself on 
a minority -- the minority can leave the association at 
any time and so, to use Malatesta's words, do not have to 
"submit to the decisions of the majority before they have 
even heard what these might be." [Op. Cit., p. 101] 
Hence, direct democracy within voluntary association 
does not create "majority rule" nor assume that the 
minority must submit to the majority no matter what. In 
effect, anarchist supporters of direct democracy argue 
that itfits Malatesta's argument that: 


"Certainly anarchists recognise that where life is lived in 
common it is often necessary for the minority to come to 
accept the opinion of the majority. When there is an 
obvious need or usefulness in doing something and, to 
do it requires the agreement of all, the few should feel 
the need to adapt to the wishes of the many . . . But such 
adaptation on the one hand by one group must be on the 
other be reciprocal, voluntary and must stem from an 
awareness of need and of goodwill to prevent the 
running of social affairs from being paralysed by 
obstinacy. It cannot be imposed as a principle and 
statutory norm. . ." [Op. Cit., p. 100] 


As the minority has the right to secede from the 
association as well as having extensive rights of action, 
protest and appeal, majority rule is not imposed as a 
principle. Rather, it is purely a decision making tool 
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which allows minority dissent and opinion to be 
expressed (and acted upon) while ensuring that no 
minority forces its will on the majority. In other words, 
majority decisions are not binding on the minority. After 
all, as Malatesta argued: 


"one cannot expect, or even wish, that someone who is 
firmly convinced that the course taken by the majority 
leads to disaster, should sacrifice his [or her] own 
convictions and passively look on, or even worse, should 
support a policy he [or she] considers wrong." [_ Life and 
Ideas_, p. 132] 


Even the Individual Anarchist Lysander Spooner 
acknowledged that direct democracy has its uses when 
he noted that "[a]ll, or nearly all, voluntary associations 
give a majority, or some other portion of the members 
less than the whole, the right to use some *limited* 
discretion as to the *means* to be used to accomplish the 
ends in view." However, only the unanimous decision of 
a jury (which would "judge the law, and the justice of the 
law") could determine individual rights as this "tribunal 
fairly represent[s] the whole people" as "no law can 
rightfully be enforced by the association in its corporate 
capacity, against the goods, rights, or person of any 
individual, except it be such as *all* members of the 
association agree that it may enforce" (his support of 
juries results from Spooner acknowledging that it "would 
be impossible in practice" for *all* members of an 
association to agree) [_ Trial by Jury_, p. 130-1f, p. 134, 
p. 214, p. 152 and p. 132] 


Thus direct democracy and individual/minority rights 


need not clash. In practice, we can imagine direct 
democracy would be used to make most decisions within 
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most associations (perhaps with super-majorities 
required for fundamental decisions) plus some 
combination of a jury system and minority protest/direct 
action and evaluate/protect minority claims/rights in an 
anarchist society. The actual forms of freedom can only 
be created through practical experience by the people 
directly involved. 


Lastly, we must stress that anarchist support for direct 
democracy does not mean that this solution is to be 
favoured in all circumstances. For example, many small 
associations may favour consensus decision making (see 
the next section on consensus and why most anarchists 
do not think that it is a viable alternative to direct 
democracy). However, most anarchists think that direct 
democracy within free association is the best (and most 
realistic) form of organisation which is consistent with 
anarchist principles of individual freedom, dignity and 
equality. 


A212 
Is consensus an alternative to direct democracy? 


The few anarchists who reject direct democracy within 
free associations generally support consensus in decision 
making. Consensus is based upon everyone on a group 
agreeing to a decision before it can be put into action. 
Thus, it is argued, consensus stops the majority ruling 
the minority and is more consistent with anarchist 
principles. 


Consensus, although the "best" option in decision 


making, as all agree, has its problems. As Murray 
Bookchin points out in describing his experience of 
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consensus, it can have authoritarian implications, 
because 


"{ijn order. . . to create full consensus on a decision, 
minority dissenters were often subtly urged or 
psychologically coerced to decline to vote on a troubling 
issue, inasmuch as their dissent would essentially 
amount to a one-person veto. This practice, called 
‘standing aside' in American consensus processes, all too 
often involved intimidation of the dissenters, to the point 
that they completely withdrew from the decision-making 
process, rather than make an honourable and continuing 
expression of their dissent by voting, even as a minority, 
in accordance with their views. Having withdrawn, they 
ceased to be political beings -- so that a 'decision' could 
be made. . . . '[C]onsensus' was ultimately achieved only 
after dissenting members nullified themselves as 
participants in the process. 


"On a more theoretical level, consensus silenced that 
most vital aspect of all dialogue, *dissensus*. The 
ongoing dissent, the passionate dialogue that still persists 
even after a minority accedes temporarily to a majority 
decision, . . . [can be] replaced. . . . by dull monologues - 
- and the uncontroverted and deadening tone of 
consensus. In majority decision-making, the defeated 
minority can resolve to overturn a decision on which 
they have been defeated -- they are free to openly and 
persistently articulate reasoned and__ potentially 
persuasive disagreements. Consensus, for its part, 
honours no minorities, but mutes them in favour of the 
metaphysical 'one' of the ‘'‘consensus' group." 
["Communalism: The Democratic Dimension of 
Anarchism", Democracy and Nature_, no. 8, p.8] 
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Bookchin does not "deny that consensus may be an 
appropriate form of decision-making in small groups of 
people who are thoroughly familiar with one another." 
But he notes that, in practical terms, his own experience 
has shown him that "when larger groups try to make 
decisions by consensus, it usually obliges them to arrive 
at the lowest common intellectual denominator in their 
decision-making: the least controversial or even the most 
mediocre decision that a sizeable assembly of people can 
attain is adopted-- precisely because everyone must 
agree with it or else withdraw from voting on that issue." 
[Op. Cit., p. 7] 


Therefore, due to its potentially authoritarian nature, 
most anarchists disagree that consensus is the political 
aspect of free association. While it is advantageous to try 
to reach consensus, it is usually impractical to do so -- 
especially in large groups -- regardless of its other, 
negative effects. Often it demeans a free society or 
association by tending to subvert individuality in the 
name of community and dissent in the name of 
solidarity. Neither true community nor solidarity are 
fostered when the individual's development and self- 
expression are aborted by public disapproval and 
pressure. Since individuals are all unique, they will have 
unique viewpoints which they should be encouraged to 
express, as society evolves and is enriched by the actions 
and ideas of individuals. 


In other words, anarchist supporters of direct democracy 
stress the "*creative* role of dissent" which, they fear, 
"tends to fade away in the gray uniformity required by 
consensus." [Op. Cit., p. 8] 
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We must stress that anarchists are *not* in favour of a 
mechanical decision making process in which the 
majority just vote the minority away and ignore them. 
Far from it! Anarchists who support direct democracy 
see it as a dynamic debating process in which majority 
and minority listen to and respect each other as far 
possible and create a decision which all can live with (if 
possible). They see the process of participation within 
directly democratic associations as the means of creating 
common interests, as a process which will encourage 
diversity, individual and minority expression and reduce 
any tendency for majorities to marginalise or oppress 
minorities by ensuring discussion and debate occurs on 
important issues. 


A213 
Are anarchists individualists or collectivists? 


The short answer is: neither. This can be seen from the 
fact that liberal scholars denounce anarchists like 
Bakunin for being "collectivists" while Marxists attack 
Bakunin and anarchists in general for being 
"individualists." 


This is hardly surprising, as anarchists reject both 
ideologies as nonsense. Whether they like it or not, non- 
anarchist individualists and collectivists are two sides of 
the same capitalist coin. This can best shown be by 
considering modern capitalism, in which "individualist" 
and "collectivist" tendencies continually interact, often 
with the political and economic structure swinging from 
one pole to the other. Capitalist collectivism and 
individualism are both one-sided aspects of human 
existence, and like all manifestations of imbalance, 
deeply flawed. 
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For anarchists, the idea that individuals should sacrifice 
themselves for the "group" or "greater good" is 
nonsensical. Groups are made up of individuals, and if 
people think only of what's best for the group, the group 
will be a lifeless shell. It is only the dynamics of 
individual interaction within groups which give them 
life. "Groups" cannot think, only individuals can. This 
fact, ironically, leads authoritarian "collectivists" to a 
most particular kind of "individualism," namely the "cult 
of the personality" and leader worship. This is to be 
expected, since such collectivism lumps individuals into 
abstract groups, denies their individuality, and ends up 
with the need for someone with enough individuality to 
make decisions -- a problem that is "solved" by the 
leader principle. Stalinism and Nazism are excellent 
examples of this phenomenon. 


Therefore, anarchists recognise that individuals are the 
basic unit of society and that only individuals have 
interests and feelings. This means they oppose 
"collectivism" and the glorification of the group. In 
anarchist theory the group exists only to aid and develop 
the individuals involved in them. This is way we place so 
much stress on groups structured in a libertarian manner 
-- only a libertarian organisation allows the individuals 
within a group to fully express themselves, manage their 
own interests directly and to create social relationships 
which encourage individuality and individual freedom. 
So while society and the groups they join shapes the 
individual, the individual is the true basis of society. 
Hence Malatesta: 


"Much has been said about the respective roles of 
individual initiative and social action in the life and 
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progress of human societies . . . [E]verything is 
maintained and kept going in the human world thanks to 
individual initiative . . . The real being is man, the 
individual. Society or the collectivity - and the *State* or 
government which claims to represent it - if it is not a 
hollow abstraction, must be made up of individuals. And 
it is in the organism of every individual that all thoughts 
and human actions inevitably have their origin, and from 
being individual they become collective thoughts and 
acts when they are or become accepted by many 
individuals. Social action, therefore, is neither the 
negation nor the complement of individual initiatives, 
but is the resultant of initiatives, thoughts and actions of 
all individuals who make up society . . . [T]he question is 
not really changing the relationship between society and 
the individual . . . [I]t is a question of preventing some 
individuals from oppressing others; of giving all 
individuals the same rights and the same means of 
action; and of replacing the initiative to the few [which 
Malatesta defines as a key’ aspect’ of 
government/hierarchy], which inevitably results in the 
oppression of everyone else..." [ Anarchy_, pp. 36- 
37] 


These considerations do not mean that "individualism" 
finds favour with anarchists. As Emma Goldman pointed 
out, "rugged individualism’... is only a masked attempt 
to repress and defeat the individual and his individuality. 
. . . [It] has inevitably resulted in the crassest class 
distinctions. . . [and] has meant all the 'individualism' for 
the masters, while the people are regimented into a slave 
caste to serve a handful of self-seeking 'supermen.' 
[| Red Emma Speaks , p. 89] 
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While groups cannot think, individuals cannot live or 
discuss by themselves. Groups and associations are an 
essential aspect of individual life. Indeed, as groups 
generate social relationships by their very nature, they 
help *shape* individuals. In other words, groups 
structured in an authoritarian way will have a negative 
impact on the freedom and individuality of those within 
them. However, due to the abstract nature of their 
"individualism," capitalist individualists fail to see any 
difference between groups structured in a libertarian 
manner rather than in an authoritarian one -- they are 
both "groups". Because of their one-sided perspective on 
this issue, "individualists" ironically end up supporting 
some of the most "collectivist" institutions in existence -- 
capitalist companies -- and, moreover, always find a 
need for the state despite their frequent denunciations of 
it. These contradictions stem from _ capitalist 
individualism's dependence on individual contracts in an 
unequal society, i.e. *abstract* individualism. 


In contrast, anarchists stress *social* "individualism" 
(another, perhaps better, term for this concept could be 
"communal individuality"). Anarchism "insists that the 
centre of gravity in society is the individual -- that he 
[sic] must think for himself, act freely, and live fully .. . 
If he is to develop freely and fully, he must be relieved 
from the interference and oppression of others . . . [T]his 
has nothing in common with . . . 'rugged individualism.' 
Such predatory individualism is really flabby, not 
rugged. At the least danger to its safety, it runs to cover 
of the state and wails for protection... Their 'rugged 
individualism’ is simply one of the many pretences the 
ruling class makes to mask unbridled business and 
political extortion." [Ibid., p. 397] 
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Anarchism rejects the “*abstract* individualism of 
capitalism, with its ideas of "absolute" freedom of the 
individual which is constrained by others. This theory 
ignores the social context in which freedom exists and 
grows. 


A society based on "individual contracts" usually results 
in an inequality of power between the contracting 
individuals and so entails the need for an authority based 
on laws above them and organised coercion to enforce 
the contracts between them. This consequence is evident 
from capitalism and, most notably, in the "social 
contract" theory of how the state developed. In this 
theory it is assumed that individuals are "free" when they 
are isolated from each other, as they allegedly were 
originally in the "state of nature." Once they join society, 
they supposedly create a "contract" and a state to 
administer it. However, besides being a fantasy with no 
basis in reality (human beings have *always* been social 
animals), this "theory" is actually a justification for the 
state's having extensive powers over society; and this in 
turn is a justification of the capitalist system, which 
requires a strong state. It also mimics the results of the 
capitalist economic relations upon which this theory is 
built. Within capitalism, individuals "freely" contract 
together, but in practice the owner rules the worker for as 
long as the contract is in place. (See sections A.2.14 and 
B.4 for further details). 


In practice, both individualism and collectivism lead to a 
denial of both individual liberty and group autonomy and 
dynamics. In addition, each implies the other, with 
collectivism leading to a particular form of individualism 
and individualism leading to a particular form of 
collectivism. 
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Collectivism, with its implicit suppression of the 
individual, ultimately impoverishes the community, as 
groups are only given life by the individuals who 
comprise them. Individualism, with its explicit 
suppression of community (i.e. the people with whom 
you live or work), ultimately impoverishes the 
individual, since individuals do not exist apart from 
society but can only exist within it. In addition, 
individualism ends up denying the "select few" the 
insights and abilities of the individuals who make up the 
rest of society, and so is a source of self-denial. This is 
Individualism's fatal flaw (and contradiction), namely 
"the impossibility for the individual to attain a really full 
development in the conditions of oppression of the mass 
by the 'beautiful aristocracies'. His [or her] development 
would remain uni-lateral." [Peter Kropotkin, 
_Kropotkin's Revolutionary Pamphlets_, p. 293] 


True liberty and community exist elsewhere. 


A2.14 
Why is voluntarism not enough? 


Voluntarism means that association should be voluntary 
in order to maximise liberty. Anarchists are, obviously, 
voluntarists, thinking that only in free association, 
created by free agreement, can individuals develop, 
grow, and express their liberty. However, it is evident 
that under capitalism voluntarism is not enough in itself 
to maximise liberty. 


Voluntarism implies promising (i.e. the freedom to make 


contracts), and promising implies that individuals are 
capable of independent judgement and _ rational 
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deliberation. In addition, it presupposes that they can 
evaluate and change their actions and relationships. 
Contracts under capitalism, however, contradict these 
implications of voluntarism. For, while technically 
"voluntary" (though as we show in section B.4, this is 
not really the case), capitalist contracts result in a denial 
of liberty. This is because the social relationship of 
wage-labour involves promising to obey in return for 
payment. However, as Carole Pateman points out in 
_The Problem of Political Obligation_, "to promise to 
obey is to state, that in certain areas, the person making 
the promise is no longer free to exercise her capacities 
and decide upon her own actions, and is no longer equal, 
but subordinate." [page 19]. 


In effect, under capitalism you are only free to the extent 
that you can choose whom you will obey! Freedom, 
however, must mean more than the right to change 
masters. Voluntary servitude is still servitude. To 
paraphrase Rousseau: 


Under capitalism the worker regards herself as 
free; 

but she is grossly mistaken; she is free only when 

she signs her contract with her boss. As soon as it 

is signed, slavery overtakes her and she is 
nothing 

but an order taker. 


Therefore anarchists stress the need for direct democracy 
in voluntary associations in order to ensure that the 
concept of "freedom" is not a sham and a justification for 
domination, as it is under capitalism. 
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Any social relationships based on abstract individualism 
are likely to be based upon force, power, and authority, 
*not* liberty. This of course assumes a definition of 
liberty according to which individuals exercise their 
capacities and decide their own actions. Therefore, 
voluntarism is *not* enough to create a society that 
maximises liberty. 


Of course, it could be objected that anarchists value 
some forms of social relationships above others and that 
a true libertarian must allow people the freedom to select 
their own social relationships. To answer the second 
objection first, in a society based on private property 
(and so statism), those with property have more power, 
which they can use to perpetuate their authority. And 
why should we excuse servitude or tolerate those who 
desire to restrict the liberty of others? The "liberty" to 
command is the liberty to enslave, and so is actually a 
denial of liberty. 


Regarding the first objection, anarchists plead guilty. We 
*are* prejudiced against the reduction of human beings 
to the status of robots. We are prejudiced in favour of 
human dignity and freedom. We are prejudiced, in fact, 
in favour of humanity and individuality. 


Section A.2.9 discusses why direct democracy is the 
necessary social counterpart to voluntarism (i.e. free 
agreement). Section B.4 discusses why capitalism cannot 
be based on equal bargaining power between property 
owners and the propertyless. 


A215 
What about "human nature'"? 
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Anarchists, far from ignoring "human nature," have the 
only political theory that gives this concept deep thought 
and reflection. Too often, "human nature" is flung up as 
the last line of defence in an argument against 
anarchism, because it is thought to be beyond reply. This 
is not the case, however. 


First of all, human nature is a complex thing. If, by 
human nature, it is meant "what humans do," it is 
obvious that human nature is contradictory -- love and 
hate, compassion and heartlessness, peace and violence, 
and so on, have all been expressed by people and so are 
all products of "human nature." Of course, what is 
considered "human nature" can change with changing 
social circumstances. For example, slavery was 
considered part of "human nature" and "normal" for 
thousands of years, and war only become part of "human 
nature" once states developed. Therefore, environment 
plays an important part in defining what "human nature" 
is. 


This does not mean that human beings are infinitely 
plastic, with each individual born a *tabula rasa* (blank 
slate) waiting to be formed by "society" (which in 
practice means those who run it). We do not wish to 
enter the debate about what human characteristics are 
and are not "innate." All we will say is that human 
beings have an innate ability to think and learn -- that 
much is obvious, we feel -- and that humans are sociable 
creatures, needing the company of others to feel 
complete and to prosper. 


These two features, we think, suggest the viability of an 


anarchist society. The innate ability to think for oneself 
automatically makes all forms of hierarchy illegitimate, 
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and our need for social relationships implies that we can 
organise without the state. The deep unhappiness and 
alienation afflicting modern society reveals that the 
centralisation and authoritarianism of capitalism and the 
state is denying some innate needs within us. 


In fact, as mentioned earlier, for the great majority of its 
existence the human race *has* lived in anarchic 
communities, with little or no hierarchy. That modern 
society calls such people "savages" or "primitive" is pure 
arrogance. So who can tell whether anarchism is against 
"human nature"? Anarchists have accumulated much 
evidence to suggest that it may not be. 


As for the charge the anarchists demand too much of 
"human nature," it is often *non* anarchists who make 
the greatest claims on it. For "while our opponents seem 
to admit there is a kind of salt of the earth — the rulers, 
the employers, the leaders -- who, happily enough, 
prevent those bad men -- the ruled, the exploited, the led 
-- from becoming much worse than they are. . . , there is 
[a] difference, and a very important one. *We* admit the 
imperfections of human nature, but we make no 
exception for the rulers. *They* make it, although 
sometimes unconsciously" [Peter Kropotkin, _Act for 
Yourself_, p. 83] If human nature is so bad, then giving 
some people power over others and hoping this will lead 
to justice and freedom is hopelessly utopian. 

Today, however, with the rise of "sociobiology," some 
claim (with very little *real* evidence) that capitalism is 
a product of our "nature," which is determined by our 
genes. These claims have been leapt upon by the powers 
that be. Considering the dearth of evidence, their support 
for this "new" doctrine must be purely the result of its 
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utility to those in power -- i.e. the fact that it is useful to 
have an "objective" and "scientific" basis to rationalise 
that power. Like the social Darwinism that preceded it, 
sociobiology proceeds by first projecting the dominant 
ideas of current society onto nature (often unconsciously, 
so that scientists mistakenly consider the ideas in 
question as both "normal" and "natural"). Then the 
theories of nature produced in this manner are 
transferred *back* onto society and history, being used 
to "prove" that the principles of capitalism (hierarchy, 
authority, competition, etc.) are eternal *laws,* which 
are then appealed to as a justification for the status quo! 
Amazingly, there are many supposedly intelligent people 
who take this sleight-of-hand seriously. 


This sort of apologetics is natural, of course, because 
every ruling class has always claimed that their right to 
rule was based on "human nature," and hence supported 
doctrines that defined the latter in ways appearing to 
justify elite power -- be it sociobiology, divine right, 
original sin, etc. Obviously, such doctrines have always 
been wrong... until now, of course, as it is obvious our 
current society truly conforms to "human nature" and it 
has been scientifically proven by our current scientific 
priesthood! 


The arrogance of this claim is truly amazing. History 
hasn't stopped. One thousand years from now, society 
will be completely different from what it is presently or 
from what anyone has imagined. No government in place 
at the moment will still be around, and the current 
economic system will not exist. The only thing that may 
remain the same is that people will still be claiming that 
their new society is the "One True System" that 
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completely conforms to human nature, even though all 
past systems did not. 


Of course, it does not cross the minds of supporters of 
capitalism that people from different cultures may draw 
different conclusions from the same facts -- conclusions 
that may be *more* valid. Nor does it occur to capitalist 
apologists that the theories of the "objective" scientists 
may be framed in the context of the dominant ideas of 
the society they live in. It comes as no surprise to 
anarchists, however, that scientists working in Tsarist 
Russia developed a theory of evolution based on *co- 
operation* within species, quite unlike their counterparts 
in capitalist Britain, who developed a theory based on 
*competitive struggle* within and between species. That 
the latter theory reflected the dominant political and 
economic theories of British society (notably 
competitive individualism) is pure coincidence, of 
course. Kropotkin's _Mutual Aid was written in 
response to the obvious inaccuracies that British Social 
Darwinism projected onto nature and human life. 


A.2.16 
Does anarchism require "perfect" people to work? 


No. Anarchy is not a utopia, a "perfect" society. It will 
be a *human* society, with all the problems, hopes, and 
fears associated with human beings. Anarchists do not 
think that human beings need to be "perfect" for anarchy 
to work. They only need to be free. 


Obviously, though, we think that a free society will 
produce people who are more in tune with both their 
own and others individuality and needs, thus reducing 
individual conflict. Remaining disputes would be solved 
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by reasonable methods, for example, the use of juries, 
mutual third parties, or community and workplace 
assemblies. 


Like the "anarchism-is-against-human-nature" argument 
(see section A.2.15), opponents of anarchism usually 
assume "perfect" people — people who are not corrupted 
by power when placed in positions of authority, people 
who are strangely unaffected by the distorting effects of 
hierarchy, privilege, and so forth. However, anarchists 
make no such claims about human perfection. We 
recognise that vesting power in the hands of one person 
or an elite is never a good idea, as people are not perfect 
and need to be accountable to others. 


It should be noted that the idea that anarchism requires a 
"new" man or woman is often raised by the right-wing 
"anarcho"-capitalists to discredit real anarchism and 
justify the retention of hierarchical authority, specifically 
in capitalist relations of production. However, a 
moment's reflection will show that their "objection" 
discredits their own claim to be anarchists for they 
explicitly assume an anarchist society without 
anarchists! Needless to say, an "anarchy" made up of 
people who still needed authority and statism would 
soon become authoritarian and Statist (i.e. non-anarchist) 
again. 


This is because even if the government were overthrown 
tomorrow, the same system would soon grow up again, 
because "the strength of the government rests not with 
itself, but with the people. A great tyrant may be a fool 
and not a superman. His strength lies not in himself, but 
in the superstition of the people who think that it is right 
to obey him. So long as that superstition exists it is 
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useless for some liberator to cut off the head of tyranny; 
the people will create another, for they have grown 
accustomed to rely on something outside themselves." 
[George Barret, Objections to Anarchism_]. 


In other words, anarchy needs *anarchists* in order to be 
created and survive. But these anarchists need not be 
perfect, just people who have freed themselves, by their 
own efforts, of the superstition that command-and- 
obedience relations are necessary. The implicit 
assumption in the idea of a "new" anarchist person is that 
freedom will be given, not taken; hence the obvious 
conclusion follows that an anarchy requiring "perfect" 
people will fail. But this argument ignores the need for 
self-activity and self-liberation in order to create a free 
society. 


Anarchists do not conclude that "perfect" people are 
necessary, because the anarchist is "no liberator with a 
divine mission to free humanity, but he is a part of that 
humanity struggling onwards towards liberty. 


"If, then, by some external means an Anarchist 
Revolution could be, so to speak, supplied ready-made 
and thrust upon the people, it is true that they would 
reject it and rebuild the old society. If, on the other hand, 
the people develop their ideas of freedom, and they 
themselves get rid of the last stronghold of tyranny --- 
the government — then indeed the revolution will be 
permanently accomplished" [Ibid. ]. 


A217 
Aren't most people too stupid for a free society to work? 
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We are sorry to have to include this question in an 
anarchist FAQ, but we know that many political 
ideologies explicitly assume that ordinary people are too 
stupid to be able to manage their own lives and run 
society. All aspects of the capitalist political agenda, 
from Left to Right, contain people who make this claim. 
Be it Leninists, Fabians or Objectivists, it is assumed that 
only a select few are creative and intelligent and that 
these people should govern others. Usually, this elitism 
is masked by fine, flowing rhetoric about "freedom," 
"democracy" and other platitudes with which the 
ideologues attempt to dull people's critical thought by 
telling them want they want to hear. 


It is, of course, also no surprise that those who believe in 
"natural" elites always class themselves at the top. We 
have yet to discover an "objectivist", for example, who 
considers themselves part of the great mass of "second- 
handers" or who will be a toilet cleaner in the unknown 
"ideal" of "real" capitalism. Everybody reading an elitist 
text will consider him or herself to be part of the "select 
few." It's "natural" in an elitist society to consider elites 
to be natural and yourself a potential member of one! 


Examination of history shows that there is a basic elitist 
ideology which has been the essential rationalisation of 
all states and ruling classes since their emergence at the 
beginning of the Bronze Age. This ideology merely 
changes its outer garments, not its basic inner content. 


During the Dark Ages, for example, it was coloured by 
Christianity, being adapted to the needs of the Church 
hierarchy. The most useful "divinely revealed" dogma to 
the priestly elite was "original sin": the notion that 
human beings are basically depraved and incompetent 
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creatures who need "direction from above," with priests 
as the conveniently necessary mediators between 
ordinary humans and "God." The idea that average 
people are basically stupid and thus incapable of 
governing themselves is a carry over from this doctrine, 
a relic of the Dark Ages. 


In reply to all those who claim that most people are 
"second-handers" or cannot develop anything more than 
"trade union consciousness," all we can say is that it is an 
absurdity that cannot withstand even a superficial look at 
history, particularly the labour movement. The creative 
powers of those struggling for freedom is often truly 
amazing, and if this intellectual power and inspiration is 
not seen in "normal" society, this is the clearest 
indictment possible of the deadening effects of hierarchy 
and the conformity produced by authority. (See also 
section B.1 for more on the effects of hierarchy). As Bob 
Black points outs: 


"You are what you do. If you do boring, stupid, 
monotonous work, chances are you'll end up boring, 
stupid, and monotonous. Work is a much better 
explanation for the creeping cretinisation all around us 
than even such significant moronising mechanisms as 
television and education. People who are regimented all 
their lives, handed to work from school and bracketed by 
the family in the beginning and the nursing home in the 
end, are habituated to hierarchy and psychologically 
enslaved. Their aptitude for autonomy is so atrophied 
that their fear of freedom is among their few rationally 
grounded phobias. Their obedience training at work 
carries over into the families *they* start, thus 
reproducing the system in more ways than one, and into 
politics, culture and everything else. Once you drain the 
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vitality from people at work, they'll likely submit to 
hierarchy and expertise in everything. They're used to it" 
[ The Abolition of Work_]. 


When elitists try to conceive of liberation, they can only 
think of it being *given* to the oppressed by kind (for 
Leninists) or stupid (for Objectivists) elites. It is hardly 
surprising, then, that it fails. Only self-liberation can 
produce a free society. The crushing and distorting 
effects of authority can only be overcome by self- 
activity. The few examples of such self-liberation prove 
that most people, once considered incapable of freedom, 
are more than up for the task. 


Those who proclaim their "superiority" often do so out 
of fear that their authority and power will be destroyed 
once people free themselves from the debilitating hands 
of authority and come to realise that, in the words of 
Max Stirner, "the great are great only because we are on 
our knees." 


As Emma Goldman remarks about women's equality, 
"[t]he extraordinary achievements of women in every 
walk of life have silenced forever the loose talk of 
women's inferiority. Those who still cling to this fetish 
do so because they hate nothing so much as to see their 
authority challenged. This is the characteristic of all 
authority, whether the master over his economic slaves 
or man over women. However, everywhere woman is 
escaping her cage, everywhere she is going ahead with 
free, large strides." 


The same comments are applicable, for example, to the 


very successful experiments in  workers' - self- 
management during the Spanish Revolution, To quote 
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Rousseau: "when I see multitudes of entirely naked 
savages scorn European voluptuousness and endure 
hunger, fire, the sword, and death to preserve only their 
independence, I feel that it does not behove slaves to 
reason about freedom" [quoted by Noam Chomsky, 
_Red and Black Revolution_, issue 2]. 


A2.18 
Do anarchists support terrorism? 


No, and this is for two reasons. Terrorism means either 
targeting or not worrying about killing innocent people. 
For anarchy to exist, it must be created by ordinary 
people. One does not convince people of one's ideas by 
blowing them up. Secondly, anarchism is about self- 
liberation. One cannot blow up a social relationship. 
Freedom cannot be created by the actions of an elite few 
destroying rulers *on behalf of* the majority. For so 
long as people feel the need for rulers, hierarchy will 
exist (see section A.2.16 for more on this). As we have 
stressed earlier, freedom cannot be given, only taken. 


Moreover anarchists are *not* against individuals but the 
institutions and social relationships that cause certain 
individuals to have power over others and abuse (i.e. 
use) that power. Therefore the anarchist revolution is 
about destroying structures, not people. As Bakunin 
pointed out, "we do not want the death of men but the 
abolition of positions and things" [_The Lullers_]. 


How is it, then, that anarchism is associated with 
violence? Partly this is because the state and media insist 
on referring to terrorists who are *not* anarchists as 
anarchists. For example, the German Bader-Meinhoff 
gang were often called "anarchists" despite their self- 
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proclaimed Marxist-Leninism. Smears, unfortunately, 
work. But the main reason for the association of 
terrorism with anarchism is because of the "propaganda 
by deed" period in the anarchist movement. 


This period -- roughly from 1880 to 1890 -- was marked 
by a small number of individual anarchists assassinating 
members of the ruling class (royalty, politicians and so 
forth). This was done for two reasons: firstly, in revenge 
for the 20,000-plus deaths due to the French state's brutal 
suppression of the Paris Commune, in which many 
anarchists were killed (propaganda by the deed began 
and was most frequent in France); and secondly, as a 
means to encourage people to revolt by showing that 
their oppressors could be defeated. 


It must be noted that the majority of anarchists did not 
support this tactic, which in any case was a failure, as it 
gave the state an excuse to clamp down on both the 
anarchist and labour movements as well as giving the 
media a chance to associate anarchism with mindless 
violence, thus alienating much of the population from the 
movement. 


In addition, the assumption behind propaganda by the 
deed, i.e. that everyone was waiting for a chance to 
rebel, was false. In fact, people are products of the 
system in which they live; hence they accepted most of 
the myths used to keep that system going. With the 
failure of propaganda by deed, anarchists turned back to 
what most of the movement had been doing anyway: 
encouraging the class struggle and the process of self- 
liberation. This turn back to the roots of anarchism can 
be seen from the rise in anarchosyndicalist unions after 
1890 (see section A.5.3). 
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Despite most anarchists’ tactical disagreement with 
propaganda by deed, few would consider it to be 
terrorism or rule out assassination under all 
circumstances. Bombing a village because there might 
be an enemy in it is terrorism, whereas taking out a 
murdering dictator is defence at best and revenge at 
worst. As anarchists have long pointed out, if by 
terrorism it is meant "killing innocent people," then the 
state is the greatest terrorist of them all. If the people 
committing "acts of terror" are really anarchists, they 
would do everything possible to avoid harming innocent 
people and never use the statist line that "collateral 
damage" is regrettable but inevitable. 


So, to summarise. Terrorism has been used by anarchists. 
It has also been used by many other political, social and 
religious groups and parties. For example, Christians, 
Marxists, Hindus, Nationalists, Republicans, 
Mohammedans, Sikhs, Marxists, Fascists, Jews and 
Patriots have all committed acts of terrorism. Few of 
these movements or ideas have been labelled as "terrorist 
by nature" - which shows anarchism’s threat to the status 
quo. There is nothing more likely to discredit and 
marginalise an idea than for malicious and/or ill- 
informed persons to portray those who believe and 
practice it as "mad bombers" with no opinions or ideals 
at all, just an insane urge to destroy. 


Of course, the vast majority of Christians and so on have 
opposed terrorism as morally repugnant and counter- 
productive. As have the vast majority of anarchists, at all 
times and places. However, it seems that in our case it is 
necessary to state our opposition to terrorism time and 
time again. 
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So, to summarise - only a small minority of terrorists 
have ever been anarchists, and only a small minority of 
anarchists have ever been terrorists. The anarchist 
movement as a whole has always recognised that social 
relationships cannot be assassinated or bombed out of 
existence. 


A219 
What ethical views do anarchists hold? 


Anarchist viewpoints on ethics vary considerably, 
although all share a common belief in the need for an 
individual to develop within themselves their own sense 
of ethics. All anarchists agree with Max Stirner that an 
individual must free themselves from the confines of 
existing morality and question that morality - "I decide 
whether it is the *right thing* for me; there is no right 
*outside* me." [_ The Ego and Its Own_, p. 189] 


Few anarchists, however, would go so far as Stirner and 
reject *any* concept of social ethics at all (saying that, 
Stirner does value some universal concepts although they 
are egoistic ones). Such extreme moral relativism is 
almost as bad as moral absolutism for most anarchists 
(moral relativism is the view that there is no right or 
wrong beyond what suits an individual while moral 
absolutism is that view that what is right and wrong 
isindependent of what individuals think). 


It is often claimed that modern society is breaking up 
because of excessive "egoism" or moral relativism. This 
is false. As far as moral relativism goes, this is a step 
forward from the moral absolutism urged upon society 
by various Moralists and true-believers because it bases 
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itself, however slimly, upon the idea of individual 
reason. However, as it denies the existence (or 
desirability) of ethics it is but the mirror image of what it 
is rebelling against. Neither option empowers the 
individual or is liberating. 


Consequently, both of these attitudes hold enormous 
attraction to authoritarians, as a populace that is either 
unable to form an opinion about things (and will tolerate 
anything) or who blindly follow the commands of the 
ruling elite are of great value to those in power. Both are 
rejected by most anarchists in favour of an evolutionary 
approach to ethics based upon human reason to develop 
the ethical concepts and interpersonal empathy to 
generalise these concepts into ethical attitudes within 
society as well as within individuals. An anarchistic 
approach to ethics therefore shares the critical individual 
investigation implied in moral relativism but grounds 
itself into common feelings of right and wrong. As 
Proudhon argued: 


"All progress begins by abolishing something; every 
reform rests upon denunciation of some abuse; each new 
idea is based upon the proved insufficiency of the old 
idea." 


Most anarchists take the viewpoint that ethical standards, 
like life itself, are in a constant process of evolution. 
This leads them to reject the various notions of "God's 
Law," "Natural Law," and so on in favour of theory of 
ethical development based upon the idea that individuals 
are entirely empowered to question and assess the world 
around them - in fact, they require it in order to be truly 
free. You cannot be an anarchist and blindly accept 
*anything*! Mikhail Bakunin, one of the founding 
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anarchist thinkers, expressed this radical scepticism as 
SO: 


"No theory, no ready-made system, no book that has 
ever been written will save the world. I cleave to no 
system. I am a true seeker." 


Therefore Anarchists take, essentially, a scientific 
approach to problems. Anarchists arrive at ethical 
judgements without relying on the mythology of spiritual 
aid, but on the merits of their own minds. This is done 
through logic and reason, and is a far better route to 
resolving moral questions than obsolete, authoritarian 
systems like orthodox religion and certainly better than 
the "there is no wrong or right" of moral relativism. 


So, what are the source of ethical concepts? For 
Kropotkin, "nature has thus to be recognised as the *first 
ethical teacher of man.* The social instinct, innate in 
men as well as in all the social animals, - this is the 
origin of all ethical conceptions and all subsequent 
development of morality." [ Ethics_, p. 45] 


Life, in other words, is the basis of anarchist ethics. This 
means that, essentially (according to anarchists), an 
individual's ethical viewpoints are derived from three 
basic sources: 


1) from the society an individual lives in. As Kropotkin 
pointed out, "Man's conceptions of morality are 
completely dependent upon the form that their social life 
assumed at a given time in a given locality. . . this [social 
life] is reflected in the moral conceptions of men and in 
the moral teachings of the given epoch." [Ethics , p. 
315] In other words, experience of life and of living. 
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2) A critical evaluation by individuals of their society's 
ethical norms, as indicated above. This is the core of 
Erich Fromm's argument that "Man must accept the 
responsibility for himself and the fact that only using his 
own powers can he give meaning to his life. . .*there is 
no meaning to life except the meaning man gives his life 
by the unfolding of his powers, by living productively.*" 
[| Man for Himself_, p. 45] In other words, individual 
thought and development. 


3) The feeling of empathy - "the true origin of the moral 
sentiment.. .[is] simply in the feeling of sympathy." 
["Anarchist Morality", _Kropotkin's Revolutionary 
Pamphlets _, p. 94] In other words, an individual's ability 
to feel and share experiences and concepts with others. 


This last factor is very important for the development of 
a sense of ethics. As Kropotkin argued, "[t]he more 
powerful your imagination, the better you can picture to 
yourself what any being feels when it is made to suffer, 
and the more intense and delicate will your moral sense 
be. . .And the more you are accustomed by 
circumstances, by those surrounding you, or by the 
intensity of your own thought and your imagination, to 
*act* as your own thought and imagination urge, the 
more will the moral sentiment grow in you, the more will 
it became habitual" [Op. Cit., p. 95] 


So, anarchism is based (essentially) upon the ethical 
maxim "treat others as you would like them to treat you 
under similar circumstances." Anarchists are neither 
egoists nor altruists when it come to moral stands, they 
are simply *human.* 
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As Kropotkin noted, "egoism" and "altruism" both have 
their roots in the same motive - "however great the 
difference between the two actions in their result of 
humanity, the motive is the same. It is the quest for 
pleasure." [Op. Cit., p. 85] 


For anarchists, a person's sense of ethics must be 
developed by themselves and requires the full use of an 
individual's mental abilities as part of a social grouping, 
as part of a community. As capitalism and other forms of 
authority weaken the individual's imagination and reduce 
the number of outlets for them to exercise their reason 
under the dead weight of hierarchy as well as disrupting 
community, little wonder that life under capitalism is 
marked by a stark disregard for others and lack of ethical 
behaviour. Capitalist society gets the ethical behaviour it 
deserves. 


In a society which moves between moral relativism and 
absolutism it is little wonder that egoism becomes 
confused with egotism. By disempowering individuals 
from developing their own ethical ideas and instead 
encouraging blind obedience to external authority (and 
so moral relativism once individual's think that they are 
without that authority's power), capitalist society ensures 
an impoverishment of individuality and ego. As Erich 
Fromm puts it: 


"The failure of modern culture lies not in its principle of 
individualism, not in the idea that mortal virtue is the 
same as the pursuit of self-interest, but in the 
deterioration of the meaning of self-interest; not that they 
are *not concerned with their self-interest,* but that they 
are *not* concerned enough with the interest of their real 
self; *not* in the fact that they are too selfish, but that 
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they do not love themselves." [ Man for Himself_, p. 
139] 


Therefore, strictly speaking, anarchism is based upon an 
egoistic frame of reference - ethical ideas must be an 
expression of what gives us pleasure as a whole 
individual (both rational and emotional, reason and 
empathy). This leads all anarchists to reject the false 
division between egoism and altruism and recognise that 
what many people (for example, capitalists) call 
"egoism" results in individual self-negation and a 
reduction of individual self-interest. As Kropotkin 
argues: 


"What was it that morality, evolving in animal and 
human societies, was striving for, if not for the 
opposition to the promptings of narrow egoism, and 
bringing up humanity in the spirit of the development of 
altruism? The very expressions 'egoism' and 'altruism' 
are incorrect, because there can be no pure altruism 
without an admixture of personal pleasure - and 
consequently, without egoism. It would therefore be 
more nearly correct to say that ethics aims at *the 
development of social habits and the weakening of the 
narrowly personal habits.* These last make the 
individual lose sight of society through his regard for his 
own person, and therefore they even fail to attain their 
object, i.e. the welfare of the individual, whereas the 
development of habits of work in common, and of 
mutual aid in general, leads to a series of beneficial 
consequences in the family as well as_ society." 
[| Ethics_, pp. 307-8] 


Therefore anarchism is based upon the rejection of moral 
absolutism (i.e. "God's Law," "Natural Law," "Man's 
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Nature," "A is A") and the narrow egotism which moral 
relativism so easily lends itself to. Instead, anarchists 
recognise that there exists concepts of right and wrong 
which exist outside of an individual's evaluation of their 
own acts. 


This is because of the social nature of humanity. The 
interactions between individuals does develop into a 
social maxim which, according to Kropotkin, be 
summarised as " Is it useful to society? Then it is good. 
Is it hurtful? Then it is bad." ["Anarchist Morality", Op. 
Cit., p. 91] What acts human beings think of as right or 
wrong is not, however, unchanging and the "estimate of 
what is useful or harmful . . .changes, but the foundation 
remains the same." [Op. Cit., p. 92] 


This sense of empathy, based upon a critical mind, is the 
fundamental basis of social ethics - the 'what-should-be' 
can be seen as an ethical criterion for the truth or validity 
of an objective 'what-is.' So, while recognising the root 
of ethics in nature, anarchists consider ethics as 
fundamentally a *human* idea - the product of life, 
thought and evolution created by individuals and 
generalised by social living and community. 


So what, for anarchists, is unethical behaviour? 
Essentially anything that denies the most precious 
achievement of history: the liberty, uniqueness and 
dignity of the individual. 


Individuals can see what actions are unethical because, 
due to empathy, they can place themselves into the 
position of those suffering the behaviour. Acts which 
restrict individuality can be considered unethical for two 
(interrelated) reasons: 
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Firstly, the protection and development individuality in 
all enriches the life of every individual and it gives 
pleasure to individuals because of the diversity it 
produces. This egoist basis of ethics reinforces the 
second (social) reason, namely that individuality is good 
for society for it enriches the community and social life, 
strengthening it and allowing it to grow and evolve. As 
Bakunin constantly argued, progress is marked by a 
movement from "the simple to the complex" or, in the 
words of Herbert Read, it "is measured by the degree of 
differentiation within a society. If the individual is a unit 
in a corporate mass, his [or her] life will be limited, dull, 
and mechanical. If the individual is a unit on his [or her] 
own, with space and potentiality for separate action . . 
-he can develop -develop in the only real meaning of the 
word - develop in consciousness of strength, vitality, and 
joy." ["The Philosophy of Anarchism," in Anarchy and 
Order_, p. 37] 


This defence of individuality is learned from nature. In 
an ecosystem, diversity is strength and so biodiversity 
becomes a source of basic ethical insight. In its most 
basic form, it provides a guide to "help us distinguish 
which of our actions serve the thrust of natural evolution 
and which of them impede them." [Murray Bookchin, 
_ The Ecology of Freedom , p. 342] 


So, the ethical concept "lies in the feeling of sociality, 
inherent in the entire animal world and in _ the 
conceptions of equity, which constitutes one of the 
fundamental primary judgements of human reason." 
[ Ethics_, pp. 311-2] Therefore anarchists embrace "the 
permanent presence of a *double tendency* - towards 
greater development on the one side, of *sociality*, and, 
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on the other side, of a consequent increase of the 
intensity of life which results in an increase of happiness 
for the *individuals*, and in progress - physical, 
intellectual, and moral. [Op. Cit., pp. 19-20] 


Anarchist attitudes to authority, the state, capitalism, 
private property and so on all come from our ethical 
belief that the liberty of individuals is of prime concern 
and that our ability to empathise with others, to see 
ourselves in others (our basic equality and common 
individuality, in other words). 


Hence anarchism combines the subjective evaluation by 
individuals of a given set of circumstances and actions 
with the drawing of objective interpersonal conclusions 
of these evaluations based upon empathic bounds and 
discussion between equals. Hence anarchism is based on 
a humanistic approach to ethical ideas, one that evolves 
along with society and individual development. 


Hence an *ethical* society is one in which "[d]ifference 
among people will be respected, indeed fostered, as 
elements that enrich the unity of experience and 
phenomenon .. . [the different] will be conceived of as 
individual parts of a whole all the richer because of its 
complexity." [Murray Bookchin, Post Scarcity 
Anarchism_, p. 82]=20 
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A.3 
WHAT TYPES OF ANARCHISM ARE THERE? 





Anarchists, while all sharing a few key ideas, can be 
grouped into broad categories, depending on the 
economic arrangements that they consider to be most 
suitable to human freedom. However, all types of 
anarchists share a basic approach. To quote Rudolf 
Rocker: 


"In common with founders of Socialism, Anarchists 
demand the abolition of all economic monopolies and 
the common ownership of the soil and all other means of 
production, the use of which must be available to all 
without distinction. . . .the Anarchists represent the 
viewpoint that the war against capitalism must be at the 
same time a war against all institutions of political 
power, for in history economic exploitation has always 
gone hand in hand with political and social oppression. 
The exploitation of man by man and the domination of 
man over man are inseparable, and each is the condition 
of the other." [_ Anarcho-syndicalism_, p. 17]. 


It is within this context that anarchists disagree. The 
main differences are between "individualist" and "social" 
anarchists, although the economic arrangements each 
desire are not mutually exclusive. Of the two, social 
anarchists have always been the vast majority, with 
individualist anarchism being restricted mostly to the 
United States. In addition, anarchists disagree over 
syndicalism, pacifism, "lifestylism," animal rights and a 
whole host of other ideas, but these, while important, are 
only different aspects of anarchism. Beyond a few key 
ideas, the anarchist movement (like life itself) is in a 
constant state of change, discussion and thought -- as 


138 


would be expected in a movement that values freedom so 
highly. 


To put our cards on the table, the writers of this FAQ 
place themselves firmly in the "social" strand of 
anarchism. This does not mean that we ignore the many 
important ideas associated with individualist anarchism, 
only that we think social anarchism is more appropriate 
for modern society, that it creates a stronger base for 
individual freedom, and that it more closely reflects the 
sort of society we would like to live in. 


A3.1 
What are the differences between individualist and social 
anarchists? 


While there is a tendency for individuals in both camps 
to claim that the proposals of the other camp would lead 
to the creation of some kind of state, the differences 
between individualists and social anarchists are not very 
great. Both are anti-state, anti-authority and anti- 
capitalist. The major differences are twofold. 


The first is in regard to the means of action in the here 
and now. Individualists generally prefer education and 
the creation of alternative institutions, such as mutual 
banks, unions, communes, etc. They usually support 
strikes and other non-violent forms of social protest. 
They are primarily evolutionists, not revolutionists, and 
dislike social anarchists' use of direct action to create 
revolutionary situations. Most social anarchists recognise 
the need for education and to create alternatives, but they 
disagree that this is enough in itself. They do not think 
capitalism can be reformed piece by piece into anarchy, 


139 


although they do not ignore the importance of reforms in 
social struggle. 


The second major difference concerns the form of 
anarchist economy proposed. Individualists prefer a 
market-based system of distribution to the social 
anarchists use-based system. Both agree that use rights 
must replace property rights, but the individualist denies 
that this should include the product of the workers 
labour. In addition, they accept that people should be 
able to sell the means of production they use, if they so 
desire. If the means of production, say land, is not in use, 
it reverts back to common ownership and is available to 
others for use. They think this system, called mutualism, 
will result in workers control of production and the end 
of capitalist exploitation and usury. 


This second difference is the most important. The 
individualist fears being forced to join a collective and 
thus losing his or her freedom to exchange freely with 
others. However, social anarchists have always 
recognised the need for voluntary collectivisation. If 
people desire to work by themselves, this is not seen as a 
problem. In addition, a collective exists solely for the 
benefit of the individuals that compose it; it is the means 
by which people co-operate to meet their common needs. 
Therefore, *all* anarchists emphasise the importance of 
free agreement as the basis of an anarchist society. Thus 
allanarchists agree with Bakunin: 


"In a free community, collectivism can only come about 
through the pressure of circumstances, not by imposition 
from above but by a free spontaneous movement from 
below" [_ Bakunin on Anarchism_, p. 200]. 
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If individualists desire to work for themselves and 
exchange goods with others, social anarchists have no 
objection. However, if in the name of freedom they 
wished to claim property rights so as to exploit the 
labour of others, social anarchists would quickly resist 
this attempt to recreate statism in the name of "liberty." 
Anarchists do not respect the "freedom" to be a ruler! As 
Luigi Galleani pointed out in_The End of Anarchism?_: 


"No less sophistical is the tendency of those who, under 
the comfortable cloak of anarchist individualism, would 
welcome the idea of domination . . . But the heralds of 
domination presume to practice individualism in the 
name of their ego, over the obedient, resigned, or inert 
ego of others." [p. 40] 


Moreover, for social anarchists, the idea that the means 
of production can be sold implies that private property 
could be reintroduced in an anarchist society. This, in all 
likelihood, "opens. . . the way for reconstituting under 
the heading of 'defence' all the functions of the State" 
[Peter Kropotkin, Revolutionary Pamphlets , p. 297]. 


Ben Tucker, the anarchist most influenced by free 
market ideas, also faced the problems associated with all 
schools of abstract individualism -- in particular, the 
acceptance of authoritarian social relations as an 
expression of "liberty." As Albert Melzter points out, 
this can have statist implications, because "the school of 
Benjamin Tucker -- by virtue of their individualism -- 
accepted the need for police to break strikes so as to 
guarantee the employer's 'freedom.' All this school of so- 
called Individualists accept. . . the necessity of the police 
force, hence for government, and the prime definition of 
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anarchism is ‘*no* *government*"  [Anarchism: 
Arguments for and Against_. p. 8]. 


This problem can be "got round" by accepting, along 
with Proudhon (the source of Tucker's Mutualist ideas), 
the need for co-operatives to run non-artisan workplaces. 
And while the individualists attack "usury," they ignore 
the problem of capital accumulation, which results in 
*natural* barriers of entry into markets and so recreates 
usury in new forms (see section C.4 "Why does the 
market become dominated by big business?"). 


Hence a "free market" in banks, as advocated by Tucker, 
would result in a few big banks dominating, with a direct 
economic interest in supporting capitalist rather than co- 
operative investment. The only real solution to this 
problem would be to ensure community ownership and 
management of banks, as originally desired by 
Proudhon. 


It is this recognition of the developments within the 
capitalist economy which make social anarchists reject 
individualist anarchism in favour of communalising, and 
so decentralising, production by freely associated and 
co-operative labour. (For more discussion on the ideas of 
the Individualist anarchists, see section G - "Is 
individualist anarchism capitalistic?") 


A32 
Are there different types of social anarchism? 


Yes. Social anarchism has four major trends -- 
mutualism, collectivism, communism and syndicalism. 
The differences are not great and simply involve 
differences in strategy. The one major difference that 
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does exist is between mutualism and the other kinds of 
social anarchism. Mutualism is based around a form of 
market socialism - workers co-operates exchanging the 
product of their labour via a system of community banks. 
This mutual bank network would be "formed by the 
whole community, not for the especial advantage of any 
individual or class, but for the benefit of all . . .[with] no 
interest . . . exacted on loans, except enough to cover 
risks and expenses." [ Charles A. Dana, Proudhon and 
his "Bank of the People", pp. 44-45] Such a system 
would end capitalist exploitation and oppression for by 
"introducing mutualism into exchange and credit we 
introduce it everywhere, and labour will assume a new 
aspect and become truly democratic." [Op. Cit., p. 45] 
The social anarchist version of mutualism differs from 
the individualist form by having the mutual banks owned 
by the local community instead of being independent co- 
operatives. 


The other forms of social anarchism do not share the 
mutualists support for markets, even non-capitalist ones. 
Instead they think that freedom is best served by 
communalising production and sharing information and 
products freely between co-operatives. Only by 
extending the principle of co-operation beyond 
individual workplaces can individual liberty be 
maximised (see section I.1.3 for why most anarchists are 
opposed to markets). These anarchists share the 
mutualists support for workers' self-management of 
production within co-operatives but see confederations 
of these associations as being the focal point for 
expressing mutual aid, not a market. 


Social anarchists share a firm commitment to common 
ownership of the means of production (excluding those 
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used purely by individuals) and reject the individualist 
idea that these can be "sold off" by those who use them. 
The reason, as noted earlier, is because if this could be 
done, capitalism and statism could regain a foothold in 
the free society. In addition, other social anarchists do 
not agree with the mutualist idea that capitalism can be 
reformed into libertarian socialism by introducing 
mutual banking. For them capitalism can only be 
replaced by a free society by social revolution. 


The major difference between collectivists and 
communists is over the question of "money" after a 
revolution. Anarcho-communists consider the abolition 
of money to be essential, while anarcho-collectivists 
consider the end of private ownership of the means of 
production to be the key. However, most anarcho- 
collectivists think that, over time, as production increases 
and the sense of community becomes stronger, money 
will disappear. Both agree that, in the end, society would 
be run along the lines suggested by the maxim, "From 
each according to their abilities, to each according to 
their needs." They just disagree on how quickly this will 
come about. 


Syndicalism is the other major form of social anarchism. 
Anarcho-syndicalists, like other syndicalists, want to 
create an industrial union movement based on anarchist 
ideas. Therefore they advocate decentralised, federated 
unions that use direct action to get reforms under 
capitalism until they are strong enough to overthrow it. 


Thus, even under capitalism, anarcho-syndicalists seek 
to create "free associations of free producers." They 
think that these associations would serve as "a practical 
school of anarchism" and they take very seriously 
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Bakunin's remark that the workers' organisations must 
create "not only the ideas but also the facts of the future 
itself" in the pre-revolutionary period. 
Anarcho-syndicalists, like all social anarchists, "are 
convinced that a Socialist economic order cannot be 
created by the decrees and statutes of a government, but 
only by the solidaric collaboration of the workers with 
hand and brain in each special branch of production; that 
is, through the taking over of the management of all 
plants by the producers themselves under such form that 
the separate groups, plants, and branches of industry are 
independent members of the general economic organism 
and systematically carry on production and_ the 
distribution of the products in the interest of the 
community on the basis of free mutual agreements" 
[Rudolf Rocker, Anarcho-syndicalism_, p. 55]. 


The difference between  syndicalists and _ other 
revolutionary social anarchists is slight and purely 
revolves around the question of anarcho-syndicalist 
unions. Both collectivists and communists think that 
syndicalistic organisations will be created by workers in 
struggle, and so consider encouraging the "spirit of 
revolt" as more important than creating syndicalist 
unions and hoping workers will join them. They also do 
not place as great an emphasis on the workplace, 
considering struggles within it to be equal in importance 
to other struggles against hierarchy and domination 
outside the workplace. 


Both communist and collectivist anarchists recognise the 
need for anarchists to unite together in purely anarchist 
organisations. They think it is essential that anarchists 
work together as anarchists to clarify and spread their 
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ideas to others. Syndicalists often deny the importance of 
anarchist groups and_ federations, arguing that 
revolutionary industrial unions are enough in themselves. 
Syndicalists think that the anarchist and union 
movements can be fused into one, but most other 
anarchists disagree. Non-syndicalists point out the 
reformist nature of unionism and urge that to keep 
syndicalist unions revolutionary, anarchists must work 
within them. Most non-syndicalists consider the fusion 
of anarchism and unionism a source of potential 
*confusion* that would result in both movements failing 
to do their respect work correctly. 


In practice, few anarcho-syndicalists totally reject the 
need for an anarchist federation, while few anarchists are 
totally anti-syndicalist. For example, Bakunin inspired 
both anarcho-communist and anarcho-syndicalist ideas, 
and anarcho-communists like Kropotkin, Malatesta, 
Berkman and Goldman were all sympathetic to anarcho- 
syndicalist movements and ideas. 


A3.3 
What kinds of green anarchism are there? 


An emphasis on anarchist ideas as a solution to the 
ecological crisis is a common thread in most forms of 
anarchism today. The trend goes back to the important 
work done by Peter Kropotkin in arguing that the 
anarchist society would be based on a confederation of 
communities that would unite manual and brain work 
plus industry and agriculture [see Fields, Factories, and 
Workshops _]. This idea of an economy in which "small 
is beautiful" was proposed nearly 100 years before it was 
taken up by what was to become the green movement. In 
addition, in Mutual Aid_ Kropotkin documented how 
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co-operation within species and between them and their 
environment is often of more benefit to them than 
competition. Kropotkin's work, combined with that of 
William Morris, the Reclus brothers (both of whom, like 
Kropotkin, were world-renowned geographers), and 
many others laid the foundations for the current anarchist 
interest in ecological issues. 


The eco-anarchist thread within anarchism has two main 
focal points: social ecology and "primativist" anarchism. 
Social Ecology is associated with the ideas and works of 
Murray Bookchin, who has been writing on ecology and 
anarchism since the 1950's and has been, more than 
anyone else, the person who has placed ecology at the 
heart of anarchism. 


"Primitivist" anarchism is associated with a range of 
magazines, mostly US -based, like Fifth Estate_, which 
emphasise the anti-ecological nature of capitalism and 
take a frankly anti-civilisation and anti-technology 
position. They are usually very hostile to social ecology, 
which they regard as not getting to the root of the 
problem -- namely modern "industrial society"-- and 
think that social ecology's desire to retain certain types of 
technology will result in "civilisation" growing again to 
destroy ourselves and the planet. 


Social Ecology locates the roots of the ecological crisis 
firmly in relations of domination between people. The 
domination of nature is seen as a product of domination 
within society. Therefore social ecologists consider it 
essential to attack hierarchy, not civilisation as such. In 
addition, social ecology considers the use of 
*appropriate* technology essential in order to liberate 
humanity and the planet. By being against technology as 
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such, people will spend all their time working, and so 
hierarchical structures will start to develop again. 


Lastly, there is "deep ecology," which, because of its 
bio-centric nature, many anarchists reject as anti-human. 
There are few anarchists who think that *people,* as 
people, are the cause of the ecological crisis, which 
many deep ecologists seem to suggest. Murray 
Bookchin, for example, has been particularly outspoken 
in his criticism of deep ecology and the anti-human ideas 
that are often associated with it. Most anarchists would 
argue that it is not people but the system which is the 
problem, and that only people can change it. Deep 
ecology, particularly the organization Earth First! (EF!), 
has changed considerably over time, and EF! now has a 
close working relationship with the Industrial Workers of 
the World (IWW), a syndicalist union. While deep 
ecology is not a thread of eco-anarchism, it shares ideas 
and is becoming more accepted by anarchists as EF! 
Rejects its few misanthropic ideas and starts to see that 
hierarchy, not the human race, is the problem. 


A34 
Is anarchism pacifistic? 


Although many anarchists reject violence and proclaim 
pacifism, the movement is not essentially pacifistic. 
However, a pacifist strand has long existed in anarchism, 
with Leo Tolstoy being its major figure. Most anarchists, 
though, do support the use of revolutionary violence, 
holding that physical force will be required to overthrow 
entrenched power and to resist state aggression. The 
question of violence is relatively unimportant to most 
anarchists, as they do not glorify it and think that it 
should be kept to a minimum. As Alexander Berkman 
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pointed out, those who emphasise violence are like those 
who think "it's the same as if rolling up your sleeves for 
work should be considered the work itself." To the 
contrary, "[t]he fighting part of revolution is merely 
rolling up your sleeves. The real, actual task is ahead" 
[| ABC of Anarchism _, p. 40]. 


Nevertheless, all anarchists are anti-militarists and 
oppose capitalist wars, often being jailed for their 
activities. Emma Goldman and Alexander Berkman 
where both arrested and deported from America for 
organising a No-Conscription League in 1917. The 
anarcho-syndicalist IWW was crushed by a ruthless 
wave of government repression due to the threat its 
organising and anti-war message presented to the 
powerful elites who favoured war. 


The attraction of pacifism to anarchists is clear. Violence 
*is* authoritarian and coercive, and so its use seems to 
contradict anarchist principles. Many anarchists who are 
not strict pacifists agree with pacifist-anarchists when 
they argue that violence can often be counterproductive, 
alienating people and giving the state an excuse to 
repress the movement. All anarchists support non-violent 
direct action and civil disobedience, which often provide 
better roads to radical change. Many anarchists, such as 
Noam Chomsky and Paul Goodman, have been key 
figures of the peace movement. 


However, anarchists who are pure pacifists are rare. 
Most accept the use of violence as a necessary evil and 
advocate minimising its use. All agree that a revolution 
which *institutionalises* violence will just recreate the 
state in a new form. They argue, however, that it is not 
authoritarian to destroy authority or to use violence to 
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resist violence. Therefore, although most anarchists are 
not pacifists, most reject it except in self-defence. 


A35 
What is Anarcha-Feminism? 


Although opposition to the state and all forms of 
authority had a strong voice among the early feminists of 
the 19th century, the more recent feminist movement 
which began in the 1960's was founded upon anarchist 
practice. This is where the term anarcha-feminism came 
from, referring to women anarchists who act within the 
larger feminist and anarchist movements to remind them 
of their principles. 


Anarchism and feminism have always been closely 
linked. Many outstanding feminists have also been 
anarchists, including the pioneering Mary Wollstonecraft 
(author of A Vindication of the Rights of Woman_), the 
Communard Louise Michel, Voltairine de Cleyre and the 
tireless champion of women's freedom, Emma Goldman 
(see her famous essays "The Traffic in Women", 
"Woman Suffrage", "The Tragedy of Woman's 
Emancipation", "Marriage and Love" and "Victims of 
Morality", for example). Freedom_, the world's oldest 
anarchist newspaper, was founded by Charlotte Wilson 
in 1886. In addition, all the major anarchist thinkers (bar 
Proudhon) were supporters of women's equality. The 
"Free Women" movement in Spain during the Spanish 
revolution is a classic example of women anarchists 
organising themselves to defend their basic freedoms and 
create a society based on women's freedom and equality 
(see Free Women of Spain_ by Martha Ackelsberg for 
more details on this important organisation). 
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Anarchism and feminism have shared much common 
history and a concern about individual freedom, equality 
and dignity for members of the female sex (although, as 
we will explain in more depth below, anarchists have 
always been very critical of mainstream/liberal feminism 
as not going far enough). Therefore, it is unsurprising 
that the new wave of feminism of the sixties expressed 
itself in an anarchistic manner and drew much 
inspiration from anarchist figures such as Emma 
Goldman. Cathy Levine points out that, during this time, 
"independent groups of women began functioning 
without the structure, leaders, and other factotums of the 
male left, creating, independently and simultaneously, 
organisations similar to those of anarchists of many 
decades and regions. No accident, either." [quoted by 
Clifford Harper, Anarchy: A Graphic Guide_, p. 182] 


It is no accident because, as feminist scholars have 
noted, women were among the first victims of 
hierarchical society, which is thought to have begun with 
the rise of patriarchy and ideologies of domination 
during the late Neolithic era. Marilyn French argues [in 
_ Beyond Power_] that the first major social stratification 
of the human race occurred when men began dominating 
women, with women becoming in effect a "lower" and 
"inferior" social class. 


Peggy Kornegger has drawn attention to the strong 
connections between feminism and anarchism, both in 
theory and practice. "The radical feminist perspective is 
almost pure anarchism," she writes. "The basic theory 
postulates the nuclear family as the basis of all 
authoritarian systems. The lesson the child learns, from 
father to teacher to boss to god, is to *obey* the great 
anonymous voice of Authority. To graduate from 
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childhood to adulthood is to become a full-fledged 
automaton, incapable of questioning or even of thinking 
clearly." [Ibid.] Similarly, the Zero Collective argues that 
Anarcha-feminism "consists in recognizing the 
anarchism of feminism and consciously developing it." 
[_ The Raven_, no. 21, p. 6] 


Anarcha-feminists point out that authoritarian traits and 
values, for example, domination, exploitation, 
aggressiveness, competitiveness, desensitisation etc., are 
highly valued in hierarchical civilisations and are 
traditionally referred to as "masculine." In contrast, non- 
authoritarian traits and values such as co-operation, 
sharing, compassion, sensitivity, warmth, etc., are 
traditionally regarded as "feminine" and are devalued. 
Feminist scholars have traced this phenomenon back to 
the growth of patriarchal societies during the early 
Bronze Age and their conquest of co-operatively based 
"organic" societies in which "feminine" traits and values 
were prevalent and _ respected. Following — these 
conquests, however, such values came to be regarded as 
"inferior," especially for a man, since men were in 
charge of domination and exploitation under patriarchy. 
(See e.g. Riane Eisler, _The Chalice and the Blade _; 
Elise Boulding, _The Underside of History_). Hence 
anarcha-feminists have referred to the creation of a non- 
authoritarian, anarchist society based on co-operation, 
sharing, mutual aid, etc. as the "feminisation of society." 


Anarcha-feminists have noted that "feminising" society 
cannot be achieved without both self-management and 
decentralisation. This is because the  patriarchal- 
authoritarian values and traditions they wish to 
overthrow are embodied and reproduced in hierarchies. 
Thus feminism implies decentralisation, which in turn 
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implies self-management. Many feminists have 
recognised this, as reflected in their experiments with 
collective forms of feminist organisations that eliminate 
hierarchical structure and competitive forms of decision 
making. Some feminists have even argued that directly 
democratic organisations are specifically female political 
forms [see e.g. Nancy Hartsock "Feminist Theory and 
the Development of Revolutionary Strategy," in Zeila 
Eisenstein, ed., Capitalist Patriarchy and the Case for 
Socialist Feminism_, pp. 56-77]. Like all anarchists, 
anarcha-feminists recognise that self-liberation is the key 
to women's equality and thus, freedom. Thus Emma 
Goldman: 


"Her development, her freedom, her independence, must 
come from and through herself. First, by asserting 
herself as a personality, and not as a sex commodity. 
Second, by refusing the right of anyone over her body; 
by refusing to bear children, unless she wants them, by 
refusing to be a servant to God, the State, society, the 
husband, the family, etc., by making her life simpler, but 
deeper and richer. That is, by trying to learn the meaning 
and substance of life in all its complexities; by freeing 
herself from the fear of public opinion and public 
condemnation." [_ Anarchism and Other Essays_, p. 211] 


Anarcha-feminism tries to keep feminism from 
becoming influenced and dominated by authoritarian 
ideologies or either the right or left. It proposes direct 
action and self-help instead of the mass reformist 
campaigns favoured by the "official" feminist 
movement, with its creation of hierarchical and centralist 
organisations and its illusion that having more women 
bosses, politicians, and soldiers is a move towards 
"equality." Anarcha-feminists would point out that the 
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so-called "management science" which women have to 
learn in order to become mangers in capitalist companies 
is essentially a set of techniques for controlling and 
exploiting wage workers in corporate hierarchies, 
whereas "feminising" society requires the elimination of 
capitalist wage-slavery and managerial domination 
altogether. Anarcha-feminists realise that learning how 
to become an effective exploiter or oppressor is not the 
path to equality (as one member of the Mujures Libres 
put it, "[w]e did not want to substitute a feminist 
hierarchy for a masculine one" [quoted by Martha A. 
Ackelsberg, Free Women of Spain _. p.2] -- also see 
section B.1.4 for a further discussion on patriarchy and 
hierarchy). 


Hence anarchism's traditional hostility to liberal (or 
mainstream) feminism, while supporting women's 
liberation and equality. Federica Montseny (a leading 
figure in the Spanish Anarchist movement) argued that 
such feminism advocated equality for women, but did 
not challenge existing institutions. She argued that 
(mainstream) feminism's "only ambition is to give to 
women of a particular class the opportunity to participate 
more fully in the existing system of privilege" and if 
these institutions "are unjust when men take advantage 
of them, they will still be unjust if women take 
advantage of them." [quoted by Martha A. Ackelsberg, 
Op. Cit., pp. 90-91, p. 91] 


So, in the historic anarchist movement, as Martha 
Ackelsberg notes, liberal/mainstream feminism was 
considered as being "too narrowly focused as a strategy 
for women's emancipation; sexual struggle could not be 
separated from class struggle or from the anarchist 
project as a whole." [Op. Cit., p. 91] Anarcha-feminism 
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continues this tradition by arguing that all forms of 
hierarchy are wrong, not just patriarchy, and that 
feminism is in conflict with its own ideals if it desires 
simply to allow women to have the same chance of being 
a boss as a man does. 


Anarcha-feminists, therefore, like all anarchists oppose 
capitalism as a denial of liberty. The ideal that an "equal 
opportunity" capitalism would free women ignores the 
fact that any such system would still see working class 
women oppressed by bosses (be they male or female). 
For anarcha-feminists, the struggle for women's 
liberation cannot be separated from the struggle against 
hierarchy *as such.* As L. Susan Brown puts it: 


"Anarchist-feminism, as an expression of the anarchist 
sensibility applied to feminist concerns, takes the 
individual as its starting point and, in opposition to 
relations of domination and subordination, argues for 
non-instrumental economic forms that preserver 
individual existential freedom, for both men and 
women." [_ The Politics of Individualism_, p. 144] 


Anarcha-feminists have much to contribute to our 
understanding of the origins of the ecological crisis in 
the authoritarian values of hierarchical civilisation. For 
example, a number of feminist scholars have argued that 
the domination of nature has paralleled the domination 
of women, who have been identified with nature 
throughout history (See, for example, Carline Merchant, 
_The Death of Nature_, 1980). Both women and nature 
are victims of the obsession with control that 
characterises the authoritarian personality. For this 
reason, a growing number of both radical ecologists and 
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feminists are recognising that hierarchies must be 
dismantled in order to achieve their respective goals. 


In addition, anarcha-feminism reminds us of the 
importance of treating women equally with men while, at 
the same time, respecting women's differences from 
men. In other words, that recognising and respecting 
diversity includes women as well as men. Too often 
many male anarchists assume that, because they are (in 
theory) opposed to sexism, they are not sexist in practice. 
Such an assumption is false. Anarcha-feminism brings 
the question of consistency between theory and practice 
to the front of social activism and reminds us all that we 
must fight not only external constraints but also internal 
ones. 


A36 
What is Cultural Anarchism? 


For our purposes, we will define cultural anarchism as 
the promotion of anti-authoritarian values through those 
aspects of society traditionally regarded as belonging to 
the sphere of "culture" rather than "economics" or 
"politics" -- for example, through art, music, drama, 
literature, education, child-rearing practices, sexual 
morality, technology, and so forth. 


Cultural expressions are anarchistic to the extent that 
they deliberately attack, weaken, or subvert the tendency 
of most traditional cultural forms to promote 
authoritarian values and _ attitudes, particularly 
domination and exploitation. Thus a novel that portrays 
the evils of militarism can be considered as cultural 
anarchism if it goes beyond the simple "war-is-hell" 
model and allows the reader to see how militarism is 
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connected with authoritarian institutions (e.g. capitalism 
and statism) or methods of authoritarian conditioning 
(e.g. upbringing in the traditional patriarchal family). 
Or, as John Clark expresses it, cultural anarchism 
"implies the development of arts, media, and other 
symbolic forms that expose various aspects of the system 
of domination and contrast them with a system of values 
based on freedom and community" [_The Anarchist 
Moment: Reflections on Culture, Nature and Power_]. 


Cultural anarchism is important -- indeed essential — 
because authoritarian values are embedded in a total 
system of domination with many aspects besides the 
political and economic. Hence those values cannot be 
eradicated even by a combined economic and political 
revolution if there it is not also accompanied by 
profound psychological changes in the majority of the 
population. For mass acquiescence in the current 
system is rooted in the psychic structure of human beings 
(their "character structure," to use Wilhelm Reich's 
expression), which is produced by many forms of 
conditioning and socialisation that have developed with 
patriarchal-authoritarian civilisation during the past five 
or six thousand years. 


In other words, even if capitalism and the state were 
overthrown tomorrow, people would soon create new 
forms of authority in their place. For authority -- a strong 
leader, a chain of command, someone to give orders and 
relieve one of the responsibility of thinking for oneself -- 
are what the submissive/authoritarian personality feels 
most comfortable with. Unfortunately, the majority of 
human beings fear real freedom, and indeed, do not 
know what to do with it -- as is shown by a long string of 
failed revolutions and freedom movements in which the 
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revolutionary ideals of freedom, democracy, and equality 
were betrayed and a new hierarchy and ruling class were 
quickly created. These failures are generally attributed 
to the machinations of reactionary politicians and 
capitalists, and to the perfidy of revolutionary leaders; 
but reactionary politicians only attract followers because 
they find a favourable soil for the growth of their 
authoritarian ideals in the character structure of ordinary 
people. 


Hence the prerequisite of an anarchist revolution is a 
lengthy period of consciousness-raising in which people 
gradually become aware of submissive/authoritarian 
traits within themselves, see how those traits are 
reproduced by conditioning, and understand how they 
can be mitigated or eliminated through new forms of 
culture, particularly new child-rearing and educational 
methods. We will explore this issue more fully in 
section B.1.5 (What is the mass-psychological basis for 
authoritarian civilisation?), J.6 (What methods of child 
rearing do anarchists advocate?), and J.5.13 (What are 
Modern Schools?). 


Cultural anarchist ideas are shared by almost all schools 
of anarchist thought and consciousness-raising is 
considered an essential part of any anarchist movement. 
For anarchists, its important to <i>"build the new world 
in the shell of the old"</i> in all aspects of our lives and 
creating an anarchist culture is part of that activity. Few 
anarchists, however, consider consciousness-raising as 
enough in itself and so combine cultural anarchist 
activities with organising, using direct action and 
building libertarian alternatives in capitalist society. The 
anarchists movement is one that combines practical self- 


158 


activity with cultural work, with both activities feeding 
into and supporting the other. 


A3.7 
Are there religious anarchists? 


Yes, there are. While most anarchists have opposed 
religion and the idea of God as deeply anti-human and a 
justification for earthly authority and slavery, a few 
believers in religion have taken their ideas to anarchist 
conclusions. Like all anarchists, these religious 
anarchists have combined an opposition to the state with 
a critical position with regards to private property and 
inequality. In other words, anarchism is not necessarily 
atheistic. Indeed, according to Jacques Ellul, "biblical 
thought leads directly to anarchism, and that this is the 
only ‘political anti-political' position in accord with 
Christian thinkers." [quoted by Peter Marshall, 
_Demanding the Impossible _, p. 75] 


There are many different types of anarchism inspired by 
religious ideas. As Peter Marshall notes, the "first clear 
expression of an anarchist sensibility may be traced back 
to the Taoists in ancient China from about the sixth 
century BC" and "Buddhism, particularly in its Zen 
form, ...has ...a strong libertarian spirit." [Op. Cit., p. 
53, p. 65] Some combine their anarchist ideas with 
Pagan and Spiritualist influences. However, religious 
anarchism usually takes the form of Christian 
Anarchism, which we will concentrate on here. 


Christian Anarchists take seriously Jesus' words to his 
followers that "kings and governors have domination 
over men; let there be none like that among you." 
Similarly, Paul's dictum that there "is no authority except 
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God" is taken to its obvious conclusion with the denial of 
state authority within society. Thus, for a true Christian, 
the state is usurping God's authority and it is up to each 
individual to govern themselves and discover that (to use 
the title of Tolstoy's famous book) The Kingdom of 
God is within you_. 


Similarly, the voluntary poverty of Jesus, his comments 
on the corrupting effects of wealth and the Biblical claim 
that the world was created for humanity to be enjoyed in 
common have all been taken as the basis of a socialistic 
critique of private property and capitalism. Indeed, the 
early Christian church (which could be considered as a 
liberation movement of slaves, although one that was 
later co-opted into a state religion) was based upon 
communistic sharing of material goods, a theme which 
has continually appeared within radical Christian 
movements (indeed, the Bible would have been used to 
express radical libertarian aspirations of the oppressed, 
which, in later times, would have taken the form of 
anarchist or Marxist terminology). Thus clergyman's 
John Ball's egalitarian comments during the Peasant 
Revolt in 1381 in England: 


"When Adam delved and Eve span, 
Who was then a gentleman?" 


The history of Christian anarchism includes the *Heresy 
of the Free Spirit* in the Middle Ages, numerous 
Peasant revolts and the *Anabaptists* in the 16th 
century. The libertarian tradition within Christianity 
surfaced again in the 18th century in the writings of 
William Blake and the American Adam Ballou reached 
anarchist conclusions in his Practical Christian 
Socialism in 1854. However, Christian anarchism 
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became a clearly defined thread of the anarchist 
movement with the work of the famous Russian author 
Leo Tolstoy. 


Tolstoy took the message of the Bible seriously and 
came to consider that a true Christian must oppose the 
state. From his reading of the Bible, Tolstoy drew 
anarchist conclusions: 


"ruling means using force, and using force means doing 
to him whom force is used, what he does not like and 
what he who uses force would certainly not like done to 
himself. Consequently ruling means doing to others what 
we would not they should do unto us, that is, doing 
wrong." | The Kingdom of God is Within You_, p. 242] 


Thus a true Christian must refrain from governing others. 
From this anti-statist position he naturally argued in 
favour of a society self-organised from below: 


"Why think that non-official people could not arrange 
their life for themselves, as well as Government people 
can arrange it nor for hemselves but for others?" [_ The 
Anarchist Reader_, p. 306] 


Tolstoy urged non-violent action against oppression, 
seeing a spiritual transformation of individuals as the key 
to creating an anarchist society. As Max Nettlau argues, 
the "great truth stressed by Tolstoy is that the recognition 
of the power of the good, of goodness, of solidarity - 
and of all that is called love - lies within *ourselves*, 
and that it can and must be awakened, developed and 
exercised *in our own behaviour.*" [_A Short History of 
Anarchism_, pp. 251-2] 
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Like all anarchists, Tolstoy was critical of private 
property and capitalism. Like Henry George (whose 
ideas, like those of Proudhon, had a strong impact on 
him) he opposed private property in land, arguing that 
"were it not for the defence of landed property, and its 
consequent rise in price, people would not be crowded 
into such narrow spaces, but would scatter over the free 
land of which there is still so much in the world." 
Moreover, "in this struggle [for landed property] it is not 
those who work in the land, but always those who take 
part in government violence, who have the advantage." 
[Op. Cit., p. 307] Thus Tolstoy recognised that property 
rights in anything beyond use require state violence to 
protect them (possession is "always protected by custom, 
public opinion, by feelings of justice and reciprocity, and 
they do not need to be protected by violence." [Ibid.]). 
Indeed, he argues that: 


"Tens of thousands of acres of forest lands belonging to 
one proprietor -- while thousands of people close by 
have no fuel -- need protection by violence. So, too, do 
factories and works where several generations of 
workmen have been defrauded and are still being 
defrauded. Yet more do the hundreds of thousands of 
bushels of grain, belonging to one owner, who has held 
them back to sell at triple price in time of famine." 
[Ibid.] 


Tolstoy argued that capitalism morally and physically 
ruined individuals and that capitalists were "slave- 
drivers." He considered it impossible for a true Christian 
to be a capitalist, for a "manufacturer is a man whose 
income consists of value squeezed out of the workers, 
and whose whole occupation is based on forced, 
unnatural labour" and therefore, "he must first give up 
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ruining human lives for his own profit." [_ The Kingdom 
Of God is Within You_, p. 338, p. 339] Unsurprisingly, 
Tolstoy argued that co-operatives were the "only social 
activity which a moral, self-respecting person who 
doesn't want to be a party of violence can take part in." 
[quoted by Peter Marshall, Op. Cit., p. 378] 


From his opposition to violence, Tolstoy rejects both 
state and private property and urged pacifist tactics to 
end violence within society and create a just society. In 
Nettlau's words, he "asserted . . . *resistance to evil*; and 
to one of the ways of resistance - by active force - he 
added another way: *resistance through disobedience, 
the passive force.*" [Op. Cit., p. 251] In his ideas of a 
free society, Tolstoy was clearly influenced by rural 
Russian life *and* the works of Peter Kropotkin (such as 
_Fields, Factories and Workshops_), P-J Proudhon and 
the non-anarchist Henry George. 


Tolstoy's ideas had a strong influence on Gandhi, who 
inspired his fellow country people to use non-violent 
resistance to kick Britain out of India. Moreover, 
Gandhi's vision of a free India as a federation of peasant 
communes is similar to Tolstoy's anarchist vision of a 
free society (although we must stress that Gandhi was 
not an anarchist). The *Catholic Worker Group* in the 
United States was also heavily influenced by Tolstoy 
(and Proudhon), as was Dorothy Day a staunch Christian 
pacifist and anarchist who founded the paper the 
_Catholic Worker_ in 1933. The influence of Tolstoy 
and religious anarchism in general can also be found in 
*Liberation Theology* movements in Latin and South 
America who combine Christian ideas with social 
activism amongst the working class and peasantry 
(although we should note that Liberation Theology is 
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more generally inspired by state socialist ideas rather 
than anarchist ones). 


In countries where Churches hold *de facto* political 
power, such as in Ireland, in parts of South America, in 
nineteenth and early twentieth century Spain and so 
forth, typically anarchists are strongly anti-religious 
because the Church has the power to suppress dissent 
and class struggle. So, while most anarchists are atheists 
(and so agree with Bakunin that if God existed it would 
be necessary, for human freedom and dignity, to abolish 
it) there is a minority tradition within anarchism which 
draws anarchist conclusions from religion. In addition, 
most social anarchists consider Tolstoyian pacifism as 
dogmatic and extreme, seeing the need (sometimes) for 
violence to resist greater evils. However, most anarchists 
would agree with Tolstoyians on the need for individual 
transformation of values as a key aspect of creating an 
anarchist society and on the importance of non-violence 
as a general tactic (although, we must stress, that few 
anarchists totally reject the use of violence in self- 
defence, when no other option is available). 


A38 
What is "anarchism without adjectives"? 


In the words of historian George Richard Esenwein, 
"anarchism without adjectives" in its broadest sense 
"referred to an unhyphenated form of anarchism, that is, 
a doctrine without any qualifying labels such as 
communist, collectivist, mutualist, or individualist. For 
others, . . . [it] was simply understood as an attitude that 
tolerated the coexistence of different anarchist schools." 
[ Anarchist Ideology and the Working Class Movement 
in Spain, 1868-1898 _, p. 135] 
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The originator of the expression was Cuban born 
Fernando Tarrida del Marmol who used it in November, 
1889, in Barcelona. He directed his comments towards 
the communist and collectivist anarchists in Spain who 
at the time were having an intense debate over the merits 
of their two theories. "Anarchism without adjectives" 
was an attempt to show greater tolerance between 
anarchist tendencies and to be clear that anarchists 
should not impose a preconceived economic plan on 
anyone -- even in theory. Thus the economic preferences 
of anarchists should be of "secondary importance" to 
abolishing capitalism and the state, with free 
experimentation the one rule of a free society. 


Thus the theoretical perspective known as "anarquismo 
sin adjetives"("anarchism without adjectives") was one 
of the by-products of a intense debate within the 
movement itself. The roots of the argument can be found 
in the development of Communist Anarchism after 
Bakunin's death in 1876. While not entirely dissimilar to 
Collectivist Anarchism (as can be seen from James 
Guillaume's famous work "On Building the New Social 
Order" within Bakunin on Anarchism_, the collectivists 
did see their economic system evolving into free 
communism), Communist Anarchists developed, 
deepened and enriched Bakunin's work just as Bakunin 
had developed, deepened and enriched Proudhon's. 
Communist Anarchism was associated with such 
anarchists as Elisee Reclus, Carlo Cafiero, Errico 
Malatesta and (most famously) Peter Kropotkin. 


Quickly Communist-Anarchist ideas replaced 


Collectivist Anarchism as the main anarchist tendency in 
Europe, except in Spain. Here the major issue was not 
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the question of communism (although for Ricardo Mella 
this played a part) but a question of the modification of 
strategy and tactics implied by Communist Anarchism. 
At this time (the 1880s), the Communist Anarchists 
stressed local (pure) cells of anarchist militants, 
generally opposed trade unionism (although Kropotkin 
was not one of these as he saw the importance of militant 
workers organisations) as well as being somewhat anti- 
organisation as well. Unsurprisingly, such a change in 
strategy and tactics came in for a lot of discussion from 
the Spanish Collectivists who strongly supported 
working class organisation and struggle. 


This conflict soon spread outside of Spain and the 
discussion found its way into the pages of _La Revolte_ 
in Paris. This provoked many anarchists to agree with 
Malatesta's argument that "[i]t is not right for us, to say 
the least, to fall into strife over mere hypotheses." 
[quoted by Max Nettlau, _A Short History of 
Anarchism_, pp. 198-9] Over time, most anarchists 
agreed (to use Nettlau's words) that "we cannot foresee 
the economic development of the future" [Op. Cit., p. 
201] and so started to stress what they had in common 
(opposition to capitalism and the state) rather than the 
different visions of how a free society would operate. As 
time progressed, most Communist-Anarchists saw that 
ignoring the labour movement ensured that their ideas 
did not reach the working class while most Collectivist- 
Anarchists stressed their commitment to communist 
ideals and their arrival sooner, rather than later, after a 
revolution. 


Similarly, in the United States there was also an intense 


debate at the same time between Individualist and 
Communist anarchists. There Benjamin Tucker was 
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arguing that Communist-Anarchists were not anarchists 
while John Most was saying similar things about 
Tucker's ideas. Just as people like Mella and Tarrida put 
forward the idea of tolerance between anarchist groups, 
so anarchists like Voltairine de Cleyre "came to label 
herself simply 'Anarchist,' and called like Malatesta for 
an 'Anarchism without Adjectives,’ since in the absence 
of government many different experiments would 
probably be tried in various localities in order to 
determine the most appropriate form." [Peter Marshall, 
_Demanding the Impossible_, p. 393] 


These debates had a lasting impact on the anarchist 
movement, with such noted anarchists as de Cleyre, 
Malatesta, Nettlau and Reclus adopting the tolerant 
perspective embodied in the expression "anarchism 
without adjectives" (see Nettlau's _A Short History of 
Anarchism_, pages 195 to 201 for an excellent summary 
of this). It is also, we add, the dominant position within 
the anarchist movement today with most anarchists 
recognising the right of other tendencies to the name 
"anarchist" while, obviously, having their own 
preferences for specific types of anarchist theory and 
their own arguments why other types are flawed. 
However, we must stress that the different forms of 
anarchism (communism, syndicalism, religious etc.) are 
not mutually exclusive and you do not have to support 
one and hate the others. This tolerance is reflected in the 
expression "anarchism without adjectives." 


One last point, some "anarcho"-capitalists have 
attempted to use the tolerance associated with 
"anarchism without adjectives" to argue that their 
ideology should be accepted as part of the anarchist 
movement. After all, they argue, anarchism is just about 
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getting rid of the state, economics is of secondary 
importance. However, such a use of "anarchism without 
adjectives" is bogus as it was commonly agreed at the 
time that the types of economics that were being 
discussed were *anti-capitalist* (i.e. socialistic). In other 
words, it was agreed that capitalism had to be abolished 
along with the state and once this was the case free 
experimentation would develop. In other words, the 
struggle against the state was just one part of a wider 
struggle to end oppression and exploitation and could not 
be isolated from these wider aims. As "anarcho"- 
capitalists do not seek the abolition of capitalism along 
with the state they are not anarchists and so "anarchism 
without adjectives" does not apply to the so-called 
"anarchist" capitalists (see section F on why "anarcho"- 
capitalism is not anarchist). 
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A4 
WHO ARE THE MAJOR ANARCHIST THINKERS? 





Although Gerard Winstanley (_The Law of Freedom_, 
1652) and William Godwin (Enquiry Concerning 
Political Justice , 1793) had begun to unfold the 
philosophy of anarchism in the 17th and 18th centuries, 
it was not until the second half of the 19th century that 
anarchism emerged as a coherent theory with a 
systematic, developed programme. This work was 
mainly started by four people -- a German, *Max 
Stirner* (1806-1856), a Frenchman, *Pierre-Joseph 
Proudhon* (1809-1865), and two Russians, *Mikhail 
Bakunin* (1814-1876) and *Peter Kropotkin* (1842- 
1921). They took the ideas in common circulation within 
sections of the working population and expressed them 
in written form. 


Born in the atmosphere of German romantic philosophy, 
Stimer's anarchism (set forth in _The Ego and Its Own_) 
was an extreme form of individualism, or *egoism,* 
which placed the unique individual above all else -- 
state, property, law or duty. His ideas remain a 
cornerstone of anarchism. Stirner attacked both 
capitalism and state socialism, laying the foundations of 
both communist and individualist anarchism by his 
egoist critique of capitalism and the state that supports it. 


In place of capitalism, Max Stirner urges the "union of 
egoists," free associations of unique individuals who co- 
operate as equals in order to maximise their freedom and 
satisfy their desires (including emotional ones for 
solidarity, or "intercourse" as Stirner called it). 
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Individualism by definition includes no concrete 
programme for changing social conditions. This was 
attempted by Pierre-Joseph Proudhon, the first to 
describe himself openly as an anarchist. His theories of 
*mutualism* and *federalism* had a profound effect on 
the growth of anarchism as a mass movement and 
spelled out clearly how an anarchist world could 
function and be co-ordinated. Proudhon's ideas are the 
immediate source for both social and individualist 
anarchism, with each thread emphasising different 
aspects of mutualism. Proudhon's major works include 
_What is Property_, _Economic Contradictions , and 
_ The Political Capacity of the Working Classes_. 


Mikhail Bakunin, the central figure in the development 
of modern anarchist activism and ideas, emphasised the 
role of *collectivism,* *mass_ insurrection,* and 
*spontaneous revolt* in the launching of a free, classless 
society. He also emphasised the social nature of 
humanity and individuality, rejecting the abstract 
individualism of liberalism as a denial of freedom. His 
ideas become dominant in the 20th century among large 
sections of the radical labour movement. Many of his 
ideas are almost identical to what would later be called 
syndicalism. Bakunin influenced many union 
movements -- especially in Spain, where a major 
anarchist social revolution took place. His works include 
_God and the State_, The Paris Commune and the Idea 
of the State, and many others. Bakunin on 
Anarchism_, edited by Sam Dolgoff is an excellent 
collection of his major writings. 


Peter Kropotkin, a scientist by training, fashioned a 


sophisticated and detailed anarchist analysis of modern 
conditions linked to a thorough-going prescription for a 
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future society -- *“communist-anarchism* -- which 
continues to be the most widely-held theory among 
anarchists. He identified *mutual aid* as the best means 
by which individuals can develop and grow, pointing out 
that competition *within* humanity (and other species) 
was often not in the best interests of those involved. His 
major works included Mutual Aid , The Conquest of 
Bread _, Field, Factories, and Workshops , _Modern 
Science and Anarchism_, _Act for Yourself_, _The 
State: Its Historic Role_, and many others. 


The various theories proposed by these "founding 
anarchists" are not, however, mutually exclusive: they 
are interconnected in many ways, and to some extent 
refer to different levels of social life. Individualism 
relates closely to the conduct of our private lives: only 
by recognizing the uniqueness and freedom of others and 
forming unions with them can we protect and maximise 
our own uniqueness and liberty; mutualism relates to our 
general relations with others: by mutually working 
together and co-operating we ensure that we do not work 
for others. Production under anarchism would be 
collectivist, with people working together for their own, 
and the common, good, and in the wider political and 
social world decisions would be reached communally. 


Anarchist ideas of course did not stop developing when 
Kropotkin died. Neither are they the products of just four 
men. Anarchism is by its very nature an evolving theory, 
with many different thinkers and activists. Of the many 
other anarchists who could be mentioned here, we can 
mention but a few. 


In the United States Emma Goldman and Alexander 
Berkman were two of the leading anarchist thinkers and 
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activists. Goldman united Stirner's egoism with 
Kropotkin's communism into a passionate and powerful 
theory which combined the best of both. She also placed 
anarchism at the centre of feminist theory and activism 
(see Anarchism and Other Essays. and Red Emma 
Speaks _). Alexander Berkman, Emma's _ lifelong 
companion, produced a classic introduction to anarchist 
ideas called _What is Communist Anarchism? (also 
known as the _ABC of Anarchism_). Both he and 
Goldman were expelled by the US government to Russia 
after the 1917 revolution there as they were considered 
too dangerous to be allowed to remain in the land of the 
free. Voltairine de Cleyre also played an important role 
in the US anarchist movement, enriching both US and 
international anarchist theory with her articles, poems 
and speeches. Her work includes such classics as 
_Anarchism and American Traditions and _ Direct 
Action. 


Italy, with its strong and dynamic anarchist movement, 
has produced some of the best anarchist writers. Errico 
Malatesta spent over 50 years fighting for anarchism 
across the world and his writings are amongst the best in 
anarchist theory (see _Anarchy_ or _The Anarchist 
Revolution. and Malatesta: Life and Ideas , both 
edited by Vernon Richards). Luigi Galleani produced a 
very powerful anti-organisational anarchist-communism 
which proclaimed that "Communism is simply the 
economic foundation by which the individual has the 
opportunity to regulate himself and carry out his 
functions" [ The End of Anarchism? ]. Camillo Berneri, 
before being murdered by the Communists during the 
Spanish Revolution, continued the fine tradition of 
critical, practical anarchism associated with Italian 
anarchism. 
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As far as individualist anarchism goes, the undoubted 
"king" was Ben Tucker. Tucker in his Instead of Book_ 
used his intellect and wit to attack all who he considered 
enemies of freedom (mostly capitalists, but also a few 
social anarchists as well!). Tucker was followed by 
Lawrence Labadie who carried the individualist- 
anarchist torch after Tucker's death, believing that "that 
freedom in every walk of life is the greatest possible 
means of elevating the human race to happier 
conditions." 


Undoubtedly the Russian Leo Tolstoy is the most 
famous writer associated with religious anarchism and 
has had the greatest impact in spreading the spiritual and 
pacifistic ideas associated with that tendency. 
Influencing such notable people as Gandhi and the 
*Catholic Worker Group* around Dorothy Day, Tolstoy 
presented a radical interpretation of Christianity which 
stressed individual responsibility and freedom above the 
mindless authoritarianism and hierarchy which marks so 
much of mainstream Christianity. Tolstoy's works, like 
those of that other radical libertarian Christian William 
Blake, have inspired many Christians towards a 
libertarian vision of Jesus' message which has been 
hidden by the mainstream churches. Thus Christian 
Anarchism maintains, along with Tolstoy, that 
"Christianity in its true sense puts an end to government" 
(see, for example, Tolstoy's _The Kingdom of God is 
within you_ and Peter Marshall's _ William Blake: 
Visionary Anarchist_). 


More recently, Noam Chomsky (in _Deterring 


Democracy_, Necessary Illusions , World Orders, Old 
and New_ and many others) and Murray Bookchin 
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(_Post-Scarcity Anarchism, The Ecology’ of 
Freedom_, _Towards an Ecological Society_, and 
_Remaking Society_, among others) have kept the social 
anarchist movement at the front of political theory and 
analysis. Bookchin's work has placed anarchism at the 
centre of green thought and has been a constant threat to 
those wishing to mystify or corrupt the movement to 
create an ecological society. Colin Ward in Anarchy in 
Action_ and elsewhere has updated Kropotkin's Mutual 
Aid_ by uncovering and documenting the anarchistic 
nature of everyday life even within capitalism. His work 
on housing has emphasised the importance of collective 
self-help and social management of housing against the 
twin evils of privatisation and nationalisation. 


We could go on; there are many more writers we could 
mention. But besides these, there are the thousands of 
"ordinary" anarchist militants who have never written 
books but whose common sense and activism have 
encouraged the spirit of revolt within society and helped 
build the new world in the shell of the old. As Kropotkin 
noted, "anarchism originated among the people, and it 
will preserve its vitality and creative force so long as it 
remains a movement of the people." 
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A.5 
WHAT ARE SOME EXAMPLES OF "ANARCHY IN 
ACTION"? 





Anarchism, more than anything else, is about the efforts 
of millions of revolutionaries changing the world in the 
last two centuries. Here we will discuss some of the high 
points of this movement, all of them of a profoundly 
anti-capitalist nature. 


Anarchism *is* about radically changing the world, not 
just making the present system less inhuman by 
encouraging the anarchistic tendencies within it to grow 
and develop. While no purely anarchist revolution has 
taken place yet, there have been numerous ones with a 
highly anarchist character and level of participation. And 
while these have *all* been destroyed, in each case it has 
been at the hands of outside force brought against them 
(backed either by Communists or Capitalists), not 
because of any internal problems in anarchism itself. 
These revolutions, despite their failure to survive in the 
face of overwhelming force, have been both an 
inspiration for anarchists and proof that anarchism is a 
viable social theory and can be practised on a large scale. 


It is important to point out that these examples are of 
wide-scale social experiments and do not imply that we 
ignore the undercurrent of anarchist practice which exists 
in everyday life, even under capitalism. Both Peter 
Kropotkin (in Mutual Aid_) and Colin Ward (in 
_Anarchy in Action_) have documented the many ways 
in which ordinary people, usually unaware of anarchism, 
have worked together as equals to meet their common 
interests. As Colin Ward argues, "an anarchist society, a 
society which organizes itself without authority, is 
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always in existence, like a seed beneath the snow, buried 
under the weight of the state and its bureaucracy, 
capitalism and its waste, privilege and its injustices, 
nationalism and _ its suicidal loyalties, religious 
differences and _ their superstitious separatism." 
[| Anarchy in Action_, p. 14]. 


Anarchism is not only about a future society, it is also 
about the social struggle happening today. It is not a 
condition but a process, which we create by our self- 
activity and self-liberation. 


By the 1960's, however, many commentators were 
writing off the anarchist movement as a thing of the past. 
Not only had fascism finished off European anarchist 
movements in the years before and during the war, but in 
the post-war period these movements were prevented 
from recovering by the capitalist West on one hand and 
the Leninist East on the other. Over the same period of 
time, anarchism had been repressed in the US, Latin 
America, China, Korea (where a social revolution with 
anarchist content was put down before the Korean War), 
and Japan. Even in the one or two countries that escaped 
the worst of the repression, the combination of the Cold 
War and international isolation saw libertarian unions 
like the Swedish SAC become reformist. 


But the 60's were a decade of new struggle, and all over 
the world the 'New Left' looked to anarchism as well as 
elsewhere for its ideas. Many of the prominent figures of 
the massive explosion of May 1968 in France considered 
themselves anarchists. Although these movements 
themselves degenerated, those coming out of them kept 
the idea alive and began to construct new movements. 
The death of Franco in 1976 saw a massive rebirth of 
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anarchism in Spain, with up to 500,000 people attending 
the CNT's first post-Franco rally. The return to a limited 
democracy in some South American countries in the late 
70's and 80's saw a growth in anarchism there. Finally, in 
the late 80's it was anarchists who struck the first blows 
against the Leninist USSR, with the first protest march 
since 1928 being held in Moscow by anarchists in 1987. 


Today the anarchist movement, although still weak, 
organises tens of thousands of revolutionaries in many 
countries. Spain, Sweden and Italy all have libertarian 
union movements organising some 250,000 between 
them. Most other European countries have several 
thousand active anarchists. Anarchist groups have 
appeared for the first time in other countries, including 
Nigeria and Turkey. In South America the movement has 
recovered massively. A contact sheet circulated by the 
Venezuelan anarchist group Corrio A_ lists over 100 
organisations in just about every country. 


Perhaps the recovery is slowest in North America, but 
there, too, all the libertarian organisations seem to be 
undergoing significant growth. As this growth 
accelerates, many more examples of anarchy in action 
will be created and more and more people will take part 
in anarchist organizations and activities, making this part 
of the FAQ less and less important. 


However, it is essential to highlight mass examples of 
anarchism working on a large scale in order to avoid the 
specious accusation of "utopianism." As history is 
written by the winners, these examples of anarchy in 
action are often hidden from view in obscure books. 
Rarely are they mentioned in the schools and universities 
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(or if mentioned, they are distorted). Needless to say, the 
few examples we give are just that, a few. 


Anarchism has a long history in many countries, and we 
cannot attempt to document every example, just those we 
consider to be important. We are also sorry if the 
examples seem Eurocentric. We have, due to space and 
time considerations, had to ignore the syndicalist revolt 
(1910 to 1914) and the shop steward movement (1917- 
21) in Britain, Germany (1919-21), Portugal (1974), the 
Mexican revolution, anarchists in the Cuban revolution, 
the struggle in Korea against Japanese (then US and 
Russian) imperialism during and after the Second World 
War, Hungary (1956), the "the refusal of work" revolt in 
the late 1960's (particularly in "the hot Autumn" in Italy, 
1969), the UK miner's strike (1984-85), the struggle 
against the Poll Tax in Britain (1988-92), the strikes in 
France in 1986 and 1995, the Italian COBAS movement 
in the 80's and 90's, and numerous other major struggles 
that have involved anarchist ideas of self-management 
(ideas that usually develop from the movement 
themselves, without anarchists necessarily playing a 
major, or "leading", role). For anarchists, revolutions and 
mass struggles are "festivals of the oppressed," when 
ordinary people start to act for themselves and change 
both themselves and the world. 


A.5.1 
THE PARIS COMMUNE 


The Paris Commune of 1871 played an important role in 


the development of both anarchist ideas and _ the 
movement. As Bakunin commented at the time: 
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"revolutionary socialism [i.e. anarchism] has just 
attempted its first striking and practical demonstration in 
the Paris Commune" [_ Bakunin on Anarchism_, p. 263]. 


The Paris Commune was created after France was 
defeated by Prussia in the Franco-Prussian war. The 
French government tried to send in troops to regain the 
Parisian National Guard's cannon to prevent it from 
falling into the hands of the population. The soldiers 
refused to fire on the jeering crowd and turned their 
weapons on their officers. This was March 18th; the 
Commune had begun. 


In the free elections called by the Parisian National 
Guard, the citizens of Paris elected a council made up of 
a majority of Jacobins and Republicans and a minority of 
socialists (mostly Blanquists -- authoritarian socialists -- 
and followers of the anarchist Proudhon). This council 
proclaimed Paris autonomous and desired to recreate 
France as a confederation of communes (i.e. 
communities). Within the Commune, the elected council 
people were recallable and paid an average wage. In 
addition, they had to report back to the people who had 
elected them. 


Why this development caught the imagination of 
anarchists is clear — it has strong similarities with 
anarchist ideas. In fact, the example of the Paris 
Commune was in many ways similar to how Bakunin 
had predicted that a revolution would have to occur -- a 
major city declaring itself autonomous, organising itself, 
leading by example, and urging the rest of the planet to 
follow it. (See "Letter to Albert Richards" in Bakunin 
on Anarchism_). The Paris Commune began the process 
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of creating a new society, one organised from the bottom 
up. 


Many anarchists played a role within the Commune -- 
for example Louise Michel, the Reclus brothers, and 
Eugene Varlin (the latter murdered in the repression 
afterwards). As for the reforms initiated by the 
Commune, such as the re-opening of workplaces as co- 
operatives, anarchists can see their ideas of associated 
labour beginning to be realised. In the Commune's call 
for federalism and autonomy, anarchists see their "future 
social organisation. . . [being] carried out from the 
bottom up, by the free association or federation of 
workers, starting with associations, then going into the 
communes, the regions, the nations, and, finally, 
culminating in a great international and universal 
federation" [Bakunin, ibid., p. 270]. 


However, for anarchists the Commune did not go far 
enough. It did not abolish the state within the Commune, 
as it had abolished it beyond it. The Communards 
organised themselves "in a Jacobin manner" (to use 
Bakunin's cutting term). As Peter Kropotkin pointed out, 
it did not "break with the tradition of the State, of 
representative government, and it did not attempt to 
achieve within the Commune that organisation from the 
simple to the complex it inaugurated by proclaiming the 
independence and free federation of the Communes" 
[ Fighting the Revolution, p. 16]. In addition, its 
attempts at economic reform did not go far enough, 
making no attempt to turn all workplaces into co- 
operatives and forming associations of these co- 
operatives to co-ordinate and support each other's 
economic activities. However, as the city was under 
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constant siege by the French army, it is understandable 
that the Communards had other things on their minds. 


Instead of abolishing the state within the commune by 
organizing federations of directly democratic mass 
assemblies, like the Parisian "sections" of the revolution 
of 1789-93 (see Kropotkin's Great French Revolution_ 
for more on these), the Paris Commune kept 
representative government and suffered for it. "Instead of 
acting for themselves. . . the people, confiding in their 
governors, entrusted them the charge of taking the 
initiative" [Kropotkin, Revolutionary Pamphlets , p. 
19], and so the council became "the greatest obstacle to 
the revolution" [Bakunin, Op. Cit. p. 241]. 


The council become more and more isolated from the 
people who elected it, and thus more and more 
irrelevant. And as its irrelevance grew, so did its 
authoritarian tendencies, with the Jacobin majority 
creating a "Committee of Public Safety" to "defend" (by 
terror) the "revolution." The Committee was opposed by 
the libertarian socialist minority and was, fortunately, 
ignored in practice by the people of Paris as they 
defended their freedom against the French army, which 
was attacking them in the name of capitalist civilisation 
and "liberty." On May Ist, government troops entered 
the city, followed by seven days of bitter street fighting. 
Squads of soldiers and armed members of the 
bourgeoisie roamed the streets, killing and maiming at 
will. Over 25,000 people were killed in the street 
fighting, many murdered after they had surrendered, and 
their bodies dumped in mass graves. 


For anarchists, the lessons of the Paris Commune were 
threefold. Firstly, a decentralised confederation of 
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communities is the necessary political form of a free 
society. Secondly, "there is no more reason for a 
government inside a Commune than for government 
above the Commune" [Peter Kropotkin, Fighting the 
Revolution , p. 19]. This means that an anarchist 
community will be based on a confederation of 
neighbourhood and workplace assemblies freely co- 
operating together. Thirdly, it is critically important to 
unify political and economic revolutions into a *social* 
revolution. "They tried to consolidate the Commune first 
and put off the social revolution until later, whereas the 
only way to proceed was *to consolidate the Commune 
by means of the social revolution!*" [Peter Kropotkin, 
Op. Cit., p. 19] 


A.5.2 
THE HAYMARKET MARTYRS 


The socialist festival of May Day, although hijacked in 
recent years by Leninists, originated with the execution 
of four anarchists in Chicago in 1886 for organising 
workers in the fight for the eight-hour day. The 
American Federation of Labour had issued a call for 
strikes on May Ist, 1886, in support of this demand. 


In Chicago the anarchists were the main force in the 
union movement, and partially as a result of their 
presence, the unions translated this call into strikes on 
May Ist. A meeting was called to protest police brutality 
in the course of these strikes. (The police had attacked 
pickets, killing one). As the meeting was breaking up it 
was attacked by the police. A bomb was thrown into the 
police ranks, who opened fire on the crowd. In the 
aftermath, all known anarchists were rounded up, the 
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police being told to "Make the raids first and look up the 
law afterwards" by the state attorney. 


Eight anarchists were put on trial for accessory to 
murder. No pretence was made that any of the accused 
had carried out or even planned the bomb. Instead the 
jury were told "Law is on trial. Anarchy is on trial. These 
men have been selected, picked out by the Grand Jury, 
and indicted because they were leaders. They are no 
more guilty than the thousands who follow them. 
Gentlemen of the jury; convict these men, make 
examples of them, hang them and you save our 
institutions, our society." The jury was composed of 
businessmen and the relative of one of the cops killed, 
so, not surprisingly, the accused were convicted. Seven 
were sentenced to death, one to 15 years' imprisonment. 


An international campaign resulted in two of the death 
sentences being commuted to life. Of the remaining five, 
one cheated the executioner and killed himself on the eve 
of the execution. The remaining four were hanged on 
November 11th 1887. They are known in Labour history 
as the Haymarket Martyrs. 


Albert Spies (one of the Martyrs) addressed the court 
after he had been sentenced to die: 


"If you think that by hanging us you can stamp out the 
labour movement ... the movement from which the 
downtrodden millions, the millions who toil in misery 
and want, expect salvation -- if this is your opinion, then 
hang us! Here you will tread on a spark, but there and 
there, behind you -- and in front of you, and everywhere, 
flames blaze up. It is a subterranean fire. You cannot put 
it out." 
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At the time and in the years to come, this defiance of the 
state and capitalism was to win thousands to anarchism, 
particularly in the US itself. 


To understand why the state and business class were so 
determined to hang the Chicago Anarchists, it is 
necessary to realise they were considered the "leaders" of 
a massive radical union movement. In 1884, the Chicago 
Anarchists produced the world's first daily anarchist 
newspaper, the _Chicagoer Arbeiter-Zeiting . This was 
written, read, owned and published by the German 
immigrant working class movement. The combined 
circulation of this daily plus a weekly (_ Vorbote_) and a 
Sunday edition ( Fackel_) more than doubled, from 
13,000 per issues in 1880 to 26,980 in 1886. Anarchist 
weekly papers existed for other ethnic groups as well. 


Anarchists were very active in the Central Labour Union, 
making it, in the words of Albert Parsons (one of the 
Martyrs), "the embryonic group of the future 'free 
society." In addition to their union organising, the 
Chicago anarchist movement also organised social 
societies, picnics, lectures, dances, libraries and a host of 
other activities. These all helped to forge a distinctly 
working-class revolutionary culture in the heart of the 
"American Dream." The threat to the ruling class and 
their system was too great to allow it to continue 
(particularly with memories of the vast uprising of 
labour in 1877 still fresh -- see Strike! by J. Brecher 
for details of this strike movement as well as the 
Haymarket events). Hence the repression, kangaroo 
court, and the state murder of those the state and 
capitalist class considered "leaders" of the movement. 
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A.5.3 
BUILDING THE SYNDICALIST UNIONS 


Just before the turn of the century in Europe, the 
anarchist movement began to create one of the most 
successful attempts to apply anarchist organisational 
ideas in everyday life. This was in response to the 
disastrous "propaganda by deed" period, in which 
individual anarchists assassinated government leaders in 
attempts to provoke a popular uprising and in revenge 
for the mass murders of the Communards. In response to 
this failed and counterproductive campaign, anarchists 
went back to their roots and to the ideas of Bakunin, 
beginning to build mass_ revolutionary unions 
(syndicalism and anarchosyndicalism). 


In the period from the 1890's to the outbreak of World 
War I, anarchists built revolutionary unions in most 
European countries, which became most widespread in 
Italy and France. In addition, anarchists in South and 
North America were also successful in organising 
syndicalist unions. Almost all industrialised countries 
had some syndicalist movement, although Europe and 
South America had the biggest and strongest ones. These 
unions were organised in a confederal manner, from the 
bottom up, along anarchist lines. They fought with 
capitalists on a day-to-day basis around the issue of 
better wages and working conditions, but they also 
sought to overthrow capitalism through the revolutionary 
general strike. 


That anarchist organisational techniques encouraged 
member participation, empowerment and militancy, and 
that they also successfully fought for reforms and 
promoted class consciousness, can be seen in the growth 
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of anarcho-syndicalist unions and their impact on the 
labour movement. The Industrial Workers of the World, 
for example, still inspires union activists and_ has, 
throughout its long history, provided many union songs 
and slogans. 


Most of the syndicalist unions were severely repressed 
during World War I, but in the immediate post-war years 
they reached their height. This wave of militancy was 
known as the "red years" in Italy, where it attained its 
high point with factory occupations (see section A.5.5). 
But these years also saw the destruction of these unions 
in country after county, through two influences. On the 
one hand, the apparent success of the Russian revolution 
led many activists to turn to authoritarian politics. The 
Communist parties deliberately undermined the 
libertarian unions, encouraging fights and splits. More 
importantly, however, these years saw capitalism go on 
the offensive with a new weapon -- fascism. Fascism 
arose in Italy and Germany as an attempt by capitalism 
to physically smash the widespread organisations the 
working class had built. In both these countries, 
anarchists were forced to flee into exile, vanish from 
sight, or became victims of assassins or concentration 
camps. In the USA, the [WW was crushed by a wave of 
repression backed whole-heartedly by the media, the 
state, and the capitalist class. 


In Spain, however, the CNT, the anarcho-syndicalist 
union, continued to grow, claiming one and a half 
million members by 1936. The capitalist class embraced 
fascism to save their power from the dispossessed, who 
were becoming confident of their power and their right 
to manage their own lives (see section A.5.6). 
Elsewhere, capitalists supported authoritarian states in 
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order to crush the labour movement and make their 
countries safe for capitalism. Only Sweden escaped this 
trend, where the syndicalist union the SAC is still 
organising workers (and is, in fact, like many other 
syndicalist unions, growing as workers turn away from 
bureaucratic unions whose leaders seem more interested 
in protecting their privileges and cutting deals with 
management than defending their members). 


A.5.4 
ANARCHISTS IN THE RUSSIAN REVOLUTION. 


The Russian revolution of 1917 saw a huge growth in 
anarchism in that country and many experiments in 
anarchist ideas. However, in popular culture the Russian 
Revolution is seen not as a mass movement by ordinary 
people struggling towards freedom but as the means by 
which Lenin imposed his dictatorship on Russia. The 
Russian Revolution, like most history, is a good example 
of the maxim "history is written by those who win." Both 
capitalist and Leninist histories of the period between 
1917 and 1921 ignore what the anarchist Voline called 
"the unknown revolution" — the revolution called forth 
from below by the actions of ordinary people. 


The initial overthrow of the Tsar came from the direct 
action of the masses, and the revolution carried on in this 
vein until the new, "socialist" state was powerful enough 
to stop it. For the Left, the end of Tsarist was the 
culmination of years of effort by socialists and anarchists 
everywhere, representing the progressive wing of human 
thought overcoming traditional oppression, and as such 
was duly praised by leftists around the world. 
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In the workplaces and streets and on the land, more and 
more people became convinced that abolishing 
feudalism politically was *not* enough. The overthrow 
of the Tsar made little real difference if feudal 
exploitation still existed in the economy, so workers 
started to seize their workplaces and peasants, the land. 
All across Russia, ordinary people started to build their 
own organisations, unions, co-operatives, factory 
committees and councils (or "soviets" in Russian). These 
organisations were initially organised in anarchist 
fashion, with recallable delegates and being federated 
with each other. 


The anarchists participated in this movement, 
encouraging all tendencies to self-management. As 
Jacques Sadoul (a French officer) noted in early 1918: 


"The anarchist party is the most active, the most militant 
of the opposition groups and probably the most popular. . 

.The Bolsheviks are anxious." [quoted by Daniel 
Guerin, Anarchism_, pp. 95-6] 


Anarchists were particularly active in the movement for 
workers self-management of production (see M. Brinton, 
_ The Bolsheviks and Workers Control_). 


But by early 1918, the authoritarian socialists of the 
Bolshevik party, once they had seized power, began the 
physical suppression of their anarchist rivals. Initially, 
anarchists had supported the Bolsheviks, since the 
Bolshevik leaders had hidden their state-building 
ideology behind support for the soviets. 


However, this support quickly "withered away" as the 
Bolsheviks showed that they were, in fact, not seeking 
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true socialism but were instead securing power for 
themselves and pushing not for collective ownership of 
land and productive resources but for government 
ownership. The Bolsheviks, for example, systematically 
destroyed the workers' control movement, even though it 
was successfully increasing production in the face of 
difficult circumstances. 


Lenin suppressed workers' control on the spurious 
grounds that it would reduce the productivity of labour -- 
an argument that has subsequently been shown to be 
false by cases where workers’ control has been 
established (see section C.2.4). It's interesting to note 
that today's capitalist apologists, who often claim 
workers' control would reduce productivity, are actually 
using a discredited Leninist argument. 


While eliminating the workers' control movement, the 
Bolsheviks also systematically undermined, arrested, and 
killed their most vocal opponents, the anarchists, as well 
as restricting the freedom of the masses they claimed to 
be protecting. Independent unions, political parties, the 
right to strike, self-management in the workplace and on 
the land -- all were destroyed in the name of "socialism." 
For insiders, the Revolution had died a few months after 
the Bolsheviks took over. To the outside world, the 
Bolsheviks and the USSR came to represent "socialism" 
even as they systematically destroyed the basis of real 
socialism. The Bolsheviks put down the libertarian 
socialist elements within their country, the crushing of 
the uprisings at Kronstadt and in the Ukraine being the 
final nails in the coffin of socialism and the subjugation 
of the soviets. 
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The Kronstadt uprising of February, 1921, was, for 
anarchists, of immense importance. This is because it 
was the first major uprising of ordinary people for real 
socialism. 


"Kronstadt was the first entirely independent attempt of 
the people to free themselves of all control and carry out 
the social revolution: this attempt was made directly. . . 
by the working classes themselves, without political 
shepherds, without leaders, or tutors" [Voline, _The 
Unknown Revolution_, quoted by Guerin, Ibid., p. 105]. 


In the Ukraine, anarchist ideas were most successfully 
applied. In areas under the protection of the Makhnovist 
movement, working class people organised their own 
lives directly, based on their own ideas and needs -- true 
social self-determination. Under the leadership of Nestor 
Makhno, a self-educated peasant, the movement not only 
fought against both Red and White dictatorships but also 
resisted the Ukrainian nationalists. 


In opposition to the call for "national  self- 
determination," i.e. a new Ukrainian state, Makhno 
called instead for working class self-determination in the 
Ukraine and across the world. The Makhnovists 
organised worker and peasant conferences (some of 
which the Bolsheviks tried to ban) as well as free soviets, 
unions and communes. He became known as _ the 
Ukrainian "Robin Hood." 


The Makhnovists argued that the "freedom of the 
workers and peasants is their own, and not subject to any 
restriction. It is up to the workers and peasants 
themselves to act, to organise themselves, to agree 
among themselves in all aspects of their lives, as they see 
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fit and desire. . .The Makhnovists can do no more that 
give aid and counsel. . .In no circumstances can they, nor 
do they wish to, govern." [Peter Arshinov, quoted by 
Guerin, Ibid., p. 99] 


In Alexandrovsk, the Bolsheviks proposed to the 
Makhnovists spheres of action - their Revkom 
(Revolutionary Committee) would handle political 
affairs and the Makhnovists military ones. Makhno 
advised them "to go and take up some honest trade 
instead of seeking to impose their will on the workers." 
[Peter Arshinov in_The Anarchist Reader_, p. 141] 


The Makhnovists rejected the Bolshevik corruption of 
the soviets and instead proposed "the free and 
completely independent soviet system of working people 
without authorities and their arbitrary laws." Their 
proclamations stated that the "working people 
themselves must freely choose their own soviets, which 
carry out the will and desires of the working people 
themselves, that is to say. ADMINISTRATIVE, not 
ruling soviets." Economically, capitalism would be 
abolished along with the state - the land and workshops 
"must belong to the working people themselves, to those 
who work in them, that is to say, they must be 
socialised.". [The History of the Makhnovist 
Movement_, p. 271 and p. 273] 


The anarchist experiment of self-management in the 
Ukraine came to a bloody end when the Bolsheviks 
turned on the Makhnovists (their former allies against 
the "Whites," or pro-Tsarists) when they were no longer 
needed. 
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The last anarchist march in Moscow until 1987 took 
place at the funeral of Kropotkin in 1921, when some 
10,000 marched behind his coffin. Many of these had 
been released from prison for the day and were to be 
murdered by Leninists in later years. From about 1921 
on, anarchists started describing the USSR as a "state- 
capitalist" nation to indicate that although individual 
bosses might have been eliminated, the Soviet state 
bureaucracy played the same role as individual bosses do 
in the West. 


For more information on the Russian Revolution and the 
role played by anarchists, the following books are 
recommended: The Unknown Revolution_ by Voline; 
_The Guillotine at Work _ by G.P. Maximov; _The 
Bolshevik Myth and The Russian Tragedy_, both by 
Alexander Berkman; _The Bolsheviks and Workers 
Control. by M. Brinton; The Kronstadt Uprising by 
Ida Mett; The History of the Makhnovist Movement_ 
by Peter Arshinov. Many of these books were written by 
anarchists active during the revolution, many imprisoned 
by the Bolsheviks and deported to the West due to 
international pressure exerted by anarcho-syndicalist 
delegates to Moscow who the Bolsheviks were trying to 
win over to Leninism. The majority of such delegates 
stayed true to their libertarian politics and convinced 
their unions to reject Bolshevism and break with 
Moscow. By the early 1920's all the anarcho-syndicalist 
union confederations had joined with the anarchists in 
rejecting the "socialism" in Russia as state capitalism and 
party dictatorship. 


A.5.5 
ANARCHISTS IN THE ITALIAN FACTORY OCCUPATIONS 
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After the end of the First World War there was a massive 
radicalization across Europe and the world. Union 
membership exploded, with strikes, demonstrations and 
agitation reaching massive levels. This was partly due to 
the war, partly to the apparent success of the Russian 
Revolution. Across Europe, anarchist ideas became more 
popular and anarcho-syndicalist unions grew in size. For 
example, in Britain, the ferment produced the shop 
stewards' movement and the strikes on Clydeside, in 
Germany, the rise of industrial unionism, and in Spain, a 
massive growth in the anarcho-syndicalist CNT. In 
addition, it also, unfortunately, saw the rise and growth 
of both social democratic and communist parties. 


In August, 1920, there were large-scale stay-in strikes in 
Italy in response to an owner wage cut and lockout. 
These strikes began in the engineering factories and soon 
spread to railways, road transport, and other industries, 
with peasants seizing land. The strikers, however, did 
more than just occupy their workplaces, they placed 
them under workers' self-management. Soon 500,000 
"strikers" were at work, producing for themselves. Errico 
Malatesta, who took part in these events, writes: 


"workers thought that the moment was ripe to take 
possession once [and] for all the means of production. 
They armed for self-defence. . . and began to organise 
production on their own. . . . It was the right of property 
abolished in fact. . . it was a new regime, a new form of 
social life that was being ushered in. And _ the 
government stood by because it felt impotent to offer 
opposition" [Life and Ideas _, p. 134]. 


During this period the Italian Syndicalist Union (USI) 
grew in size to nearly one million members and the 
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influence of the Italian Anarchist Union (UAI) with its 
20,000 members grew correspondingly. As the Welsh 
Marxist historian Gwyn A. Williams points out 
"Anarchists and revolutionary syndicalists were the most 
consistently and totally revolutionary group on the left. . 
.the most obvious feature of the history of syndicalism 
and anarchism in 1919-20: rapid and virtually continuous 
growth. . .The syndicalists above all captured militant 
working-class opinion which the socialist movement was 
utterly failing to capture." [_Proletarian Order_, pp. 194- 
195] 


Daniel Guerin provides a good summary of the extent of 
the movement: 


"the management of the factories. . .[was] conducted by 
technical and administrative workers' committees. Self- 
management went quite a long way. . .the self- 
management issued its own money. . . Very strict self- 
discipline was required. . . [and] very close solidarity 
was established between factories. . . . [where] ores and 
coal were put into a common pool, and shared equitably" 
[| Anarchism_, p. 109]. 


Over the occupied factories, flew "a forest of red and 
black flags" as "the council movement outside Turin was 
essentially anarcho-syndicalist" [Williams, Op. Cit., p. 
241, p. 193]. Railway workers refused to transport 
troops, workers broke into strikes against the orders of 
the reformist unions and peasants occupied the land. 
Such activity were "either directly led or indirectly 
inspired by anarcho-syndicalists." [Ibid., p. 193] 


However, after four weeks of occupation, the workers 
decided to leave the factories. This was because of the 
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actions of the socialist party and the reformist trade 
unions. They opposed the movement and negotiated with 
the state for a return to "normality" in exchange for a 
promise to extend workers' control legally, in association 
with the bosses. This promise was not kept. The lack of 
independent inter-factory organisation made workers 
dependent on trade union bureaucrats for information on 
what was going on in other cities, and they used that 
power to isolate factories, cities, and factories from each 
other. This lead to a return to work, "in spite of the 
opposition of individual anarchists dispersed among the 
factories" [Malatesta, Op. Cit. p. 136]. The local 
syndicalist union confederations could not provide the 
necessary framework for a fully co-ordinated occupation 
movement, as the reformist unions refused to work with 
them; and although the anarchists were a large minority, 
they were still a minority. 


This period of Italian history explains the growth of 
Fascism in Italy. As Tobias Abse points out, "the rise of 
fascism in Italy cannot be detached from the events of 
the *biennio rosso,* the two red years of 1919 and 1920, 
that preceded it. Fascism was a preventive counter- 
revolution. . .launched as a result of the failed 
revolution" ["The Rise of Fascism in an Industrial City", 
p. 54, in_Rethinking Italian Fascism_, pp. 52-81] 


As Malatesta argued at the time of the factory 
occupations, "[i]f we do not carry on to the end, we will 
pay with tears of blood for the fear we now instil in the 
bourgeoisie." Later events proved him right, as the 
capitalists and rich landowners backed the fascists in 
order to teach the working class their place. However, 
even in the dark days of fascist terror, the anarchists 
resisted the forces of totalitarianism. "It is no 
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coincidence that the strongest working-class resistance to 
Fascism was in . . .towns or cities in which there was 
quite a strong anarchist, syndicalist or anarcho- 
syndicalist tradition" [Tobias Abse, Op. Cit., p. 56]. 


The anarchists participated in, and often organised 
sections of, the _Arditi del Popolo_, a working-class 
organisation devoted to the self-defence of workers’ 
interests. The Arditi del Popolo organised and 
encouraged working-class resistance to fascist squads, 
often defeating larger fascist forces. The Arditi was the 
closest Italy got to the idea of a united, revolutionary 
working-class front against fascism, as had been 
suggested by Malatesta and the UAI. However, both the 
socialist and communist parties withdrew from the 
organisation, with the socialists signing a "Pact of 
Pacification" with the Fascists. The leaders of the 
authoritarian socialists preferred defeat and fascism than 
risk their followers becoming "infected" by anarchism. 


Even after the fascist state was created, anarchists 
resisted both inside and outside Italy. Many Italians, both 
anarchist and non-anarchist, travelled to Spain to resist 
Franco in 1936. During the Second World War, 
anarchists played a major part in the Italian Partisan 
movement. It was the fact that the anti-fascist movement 
was dominated by anti-capitalist elements that led the 
USA and the UK to place known fascists in 
governmental positions in the places they "liberated" 
(often where the town had already been taken by the 
Partisans, resulting in the Allied troops "liberating" the 
town from its own inhabitants!). 


It is hardly surprising that anarchists were the most 
consistent and successful opponents of Fascism. The two 
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movements could not be further apart, one standing for 
total statism in the service of capitalism while the other 
for a free, non-capitalist society. Neither is it surprising 
that when their privileges and power were in danger, the 
capitalists and the landowners turned to fascism to save 
them. This process is a common feature in history (to list 
just three examples, Italy, Germany, and Chile). 


A.5.6 
ANARCHISM AND THE SPANISH REVOLUTION. 


Spain in the 1930's had the largest anarchist movement 
in the world. At the start of the Spanish "Civil" war, over 
one and one half million workers and peasants were 
members of the CNT (the National Confederation of 
Labour), an anarcho-syndicalist union federation, and 
30,000 were members of the FAI (the Anarchist 
Federation of Iberia). The total population of Spain at 
this time was 24 million. 


The social revolution which met the Fascist coup on July 
18th, 1936, is the greatest experiment in libertarian 
socialism to date. Here the last mass syndicalist union, 
the CNT, not only held off the fascist rising but 
encouraged the widespread take-over of land and 
factories. Over seven million people, including about 
two million CNT members, put self-management into 
practise in the most difficult of circumstances and 
actually improved both working conditions and output. 


In the heady days after the 19th of July, the initiative and 
power truly rested in the hands of the rank-and-file 
members of the CNT and FAI. It was ordinary people, 
undoubtedly under the influence of Faistas (members of 
the FAI) and CNT militants, who, after defeating the 


197 


fascist uprising, got production, distribution and 
consumption started again (under more egalitarian 
arrangements, of course), as well as organising and 
volunteering (in their tens of thousands) to join the 
militias, which were to be sent to free those parts of 
Spain that were under Franco. In every possible way the 
working class of Spain were creating by their own 
actions a new world based on their own ideas of social 
justice and freedom -- ideas inspired, of course, by 
anarchism and anarchosyndicalism. 


George Orwell's eye-witness account of revolutionary 
Barcelona in late December, 1936, gives a vivid picture 
of the social transformation that had begun: 


"The Anarchists were still in virtual control of Catalonia 
and the revolution was still in full swing. To anyone 
who had been there since the beginning it probably 
seemed even in December or January that the 
revolutionary period was ending; but when one came 
straight from England the aspect of Barcelona was 
something startling and overwhelming. It was the first 
time that I had ever been in a town where the working 
class was in the saddle. Practically every building of any 
size had been seized by the workers and was draped with 
red flags or with the red and black flag of the Anarchists; 
every wall was scrawled with the hammer and sickle 
and with the initials of the revolutionary parties; almost 
every church had been gutted and its images burnt. 
Churches here and there were being systematically 
demolished by gangs of workman. Every shop and cafe 
had an inscription saying that it had been collectivised; 
even the bootblacks had been collectivised and their 
boxes painted red and black. Waiters and shop-walkers 
looked you in the face and treated you as an equal. 
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Servile and even ceremonial forms of speech had 
temporarily disappeared. Nobody said 'Senor' or 'Don' or 
even 'Usted'; everyone called everyone else 'Comrade' 
or 'Thou', and said 'Salud!' instead of 'Buenos dias’. . . 
Above all, there was a belief in the revolution and the 
future, a feeling of having suddenly emerged into an era 
of equality and freedom. Human beings were trying to 
behave as human beings and not as cogs in the capitalist 
machine." [ Homage to Catalonia_, pp. 2-3] 


The full extent of this historic revolution cannot be 
covered here. It will be discussed in more detail in 
section I.8 of the FAQ. All that can be done is to 
highlight a few points of special interest in the hope that 
these will give some indication of the importance of 
these events and encourage people to find out more 
about it. 


All industry in Catalonia was placed either under 
workers' self-management *or* workers’ control (that is, 
either totally taking over *all* aspects of management, in 
the first case, or, in the second, controlling the old 
management). In some cases, whole town and regional 
economies were transformed into federations of 
collectives. The example of the Railway Federation 
(which was set up to manage the railway lines in 
Catalonia, Aragon and Valencia) can be given as a 
typical example. The base of the federation was the local 
assemblies: 


"All the workers of each locality would meet twice a 
week to examine all that pertained to the work to be 
done... The local general assembly named a committee to 
manage the general activity in each station and its 
annexes. At [these] meetings, the decisions (direccion) of 
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this committee, whose members continued to work [at 
their previous jobs], would be subjected to the approval 
or disapproval of the workers, after giving reports and 
answering questions." 


The delegates on the committee could be removed by an 
assembly at any time and the highest co-ordinating body 
of the Railway Federation was the "Revolutionary 
Committee," whose members were elected by union 
assemblies in the various divisions. The control over the 
rail lines, according to Gaston Leval, "did not operate 
from above downwards, as in a statist and centralised 
system. The Revolutionary Committee had no such 
powers. . . The members of the. . . committee being 
content to supervise the general activity and to co- 
ordinate that of the different routes that made up the 
network." [Gaston Leval, _Collectives in the Spanish 
Revolution_, p. 255]. 


On the land, tens of thousands of peasants and rural day 
workers created voluntary, self-managed collectives. The 
quality of life improved as co-operation allowed the 
introduction of health care, education, machinery and 
investment in the social infrastructure. As well as 
increasing production, the collectives increased freedom. 
As one member puts it, "it was marvelous. . . to live in a 
collective, a free society where one could say what one 
thought, where if the village committee seemed 
unsatisfactory one could say. The committee took no big 
decisions without calling the whole village together in a 
general assembly. All this was wonderful." [Ronald 
Frazer, Blood of Spain_, p. 360] 


On the social front, anarchist organisations created 
rational schools, a libertarian health service, social 
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centres, and so on. The Mujeres Libres (free women) 
combated the traditional role of women in Spanish 
society, empowering thousands both inside and outside 
the anarchist movement (see The Free Women of 
Spain. by Martha A. Ackelsberg for more information 
on this very important organisation). This activity on the 
social front only built on the work started long before the 
outbreak of the war; for example, the unions often 
funded rational schools, workers centres, and so on. 


The voluntary militias that went to free the rest of Spain 
from Franco were organised on anarchist principles and 
included both men and women. There was no rank, no 
saluting and no officer class. Everybody was equal. 
George Orwell, a member of the POUM militia, makes 
this clear: 


"The essential point of the [militia] system was the social 
equality between officers and men. Everyone from 
general to private drew the same pay, ate the same food, 
wore the same clothes, and mingled on terms of 
complete equality. If you wanted to slap the general 
commanding the division on the back and ask him for a 
cigarette, you could do so, and no one thought it curious. 
In theory at any rate each militia was a democracy and 
not a hierarchy. It was understood that orders had to be 
obeyed, but it was also understood that when you gave 
an order you gave it as comrade to comrade and not as 
superior to inferior. There were officers and N.C.O.s, but 
there was no military rank in the ordinary sense; no 
titles, no badges, no heel-clicking and saluting. They had 
attempted to produce within the militias a sort of 
temporary working model of the classless society. Of 
course there was not perfect equality, but there was a 
nearer approach to it than I had ever seen or that I would 
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have though conceivable in time of war..." [Op. Cit., p. 
26] 


In Spain, however, as elsewhere, the anarchist movement 
was smashed between Leninism (the Communist Party) 
and Capitalism (Franco) on the other. Unfortunately, the 
anarchists placed anti-fascist unity before the revolution, 
thus helping their enemies to defeat both them and the 
revolution. Whether they were forced by circumstances 
into this position or could have avoided it is still being 
debated. 


Orwell's account of his experiences in the militia's 
indicates why the Spanish Revolution is so important to 
anarchists: 


"I had dropped more or less by chance into the only 
community of any size in Western Europe where 
political consciousness and disbelief in capitalism were 
more normal than their opposites. Up here in Aragon one 
was among tens of thousands of people, mainly though 
not entirely of working-class origin, all living at the 
same level and mingling on terms of equality. In theory 
it was perfect equality, and even in practice it was not far 
from it. There is a sense in which it would be true to say 
that one was experiencing a foretaste of Socialism, by 
which I mean that the prevailing mental atmosphere was 
that of Socialism. Many of the normal motives of 
civilised life -- snobbishness, money-grubbing, fear of 
the boss, etc. -- had simply ceased to exist. The ordinary 
class-division of society had disappeared to an extent 
that is almost unthinkable in the money-tainted air of 
England; there was no one there except the peasants and 
ourselves, and no one owned anyone else as his master. . 
. One had been in a community where hope was more 
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normal than apathy or cynicism, where the word 
‘comrade’ stood for comradeship and not, as in most 
countries, for humbug. One had breathed the air of 
equality. I am well aware that it is now the fashion to 
deny that Socialism has anything to do with equality. In 
every country in the world a huge tribe of party-hacks 
and sleek little professors are busy 'proving' that 
Socialism means no more than a planned state-capitalism 
with the grab-motive left intact. But fortunately there 
also exists a vision of Socialism quite different from this. 
The thing that attracts ordinary men to Socialism and 
makes them willing to risk their skins for it, the 
‘mystique’ of Socialism, is the idea of equality; to the 
vast majority of people Socialism means a classless 
society, or it means nothing at all . . . In that community 
where no one was on the make, where there was a 
shortage of everything but no boot-licking, one got, 
perhaps, a crude forecast of what the opening stages of 
Socialism might be like. And, after all, instead of 
disillusioning me it deeply attracted me. . ." [Op. Cit., 
pp. 83-84] 


For more information on the Spanish Revolution, the 
following books are recommended: Lessons of the 
Spanish Revolution. by Vernon Richards; _ Anarchists 
in the Spanish Revolution. by Jose Peirats; _Free 
Women of Spain. by Martha A. Ackelsberg; _The 
Anarchist Collectives edited by Sam _ Dolgoff; 
"Objectivity and Liberal Scholarship" by Noam 
Chomsky (in _The Chomsky Reader_); The Anarchists 
of Casas Viejas_ by Jerome R. Mintz; and _Homage to 
Catalonia_ by George Orwell. 
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A.5.7 
THE MAY-JUNE REVOLT IN FRANCE, 1968. 


The May-June events in France placed anarchism back 
on the radical landscape after a period in which many 
people had written the movement off as dead. This revolt 
of ten million people grew from humble beginnings. 
Expelled by the university authorities of Nanterre in 
Paris for anti-Vietnam War activity, a group of 
anarchists (including Daniel Cohn-Bendit) promptly 
called a protest demonstration. The arrival of 80 police 
enraged many students, who quit their studies to join the 
battle and drive the police from the university. 


Inspired by this support, the anarchists seized the 
administration building and held a mass debate. The 
occupation spread, Nanterre was surrounded by police, 
and the authorities closed the university down. The next 
day, the Nanterre students gathered at the Sorbonne 
University in the centre of Paris. Continual police 
pressure and the arrest of over 500 people caused anger 
to erupt into five hours of street fighting. The police even 
attacked passers-by with clubs and tear gas. 


A total ban on demonstrations and the closure of the 
Sorbonne brought thousands of students out onto the 
streets. Increasing police violence provoked the building 
of the first barricades. Jean Jacques Lebel, a reporter, 
wrote that by | a.m., "[l]iterally thousands helped build 
barricades. . . women, workers, bystanders, people in 
pyjamas, human chains to carry rocks, wood, iron." An 
entire night of fighting left 350 police injured. On May 
7th, a 50,000-strong protest march against the police was 
transformed into a day-long battle through the narrow 
streets of the Latin Quarter. Police tear gas was answered 
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by molotov cocktails and the chant "Long Live the Paris 
Commune!" 


By May 10th, continuing massive demonstrations forced 
the Education Minister to start negotiations. But in the 
streets, 60 barricades had appeared and young workers 
were joining the students. The trade unions condemned 
the police violence. Huge demonstrations throughout 
France culminated on May 13th with one million people 
on the streets of Paris. 


Faced with this massive protest, the police left the Latin 
Quarter . Students seized the Sorbonne and created a 
mass assembly to spread the struggle. Occupations soon 
spread to every French University. From the Sorbonne 
came a flood of propaganda, leaflets, proclamations, 
telegrams, and posters. Slogans such as "Everything is 
Possible," "Be Realistic, Demand the Impossible," "Life 
without Dead Times," and "It is Forbidden to Forbid" 
plastered the walls. "All Power to the Imagination" was 
on everyone's lips. As Murray Bookchin pointed out, 
"the motive forces of revolution today. . . are not simply 
scarcity and material need, but also *the quality of 
everyday life,.. the attempt to gain control of one's own 
destiny*" [_Post-Scarcity Anarchism_, pp. 249-250]. 


On May 14th, the Sud-Aviation workers locked the 
management in its offices and occupied their factory. 
They were followed by the Cleon-Renault, Lockhead- 
Beauvais and Mucel-Orleans factories the next day. That 
night the National Theatre in Paris was seized to become 
a permanent assembly for mass debate. Next, France's 
largest factory, Renault-Billancourt, was occupied. Often 
the decision to go on indefinite strike was taken by the 
workers without consulting union officials. By May 
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17th, a hundred Paris Factories were in the hands of their 
workers. The weekend of the 19th of May saw 122 
factories occupied. By May 20th, the strike and 
occupations were general and involved six million 
people. Print workers said they did not wish to leave a 
monopoly of media coverage to TV and radio, and 
agreed to print newspapers as long as the press "carries 
out with objectivity the role of providing information 
which is its duty." In some cases print-workers insisted 
on changes in headlines or articles before they would 
print the paper. This happened mostly with the right- 
wing papers such as 'Le Figaro' or 'La Nation’. 


With the Renault occupation, the Sorbonne occupiers 
immediately prepared to join the Renault strikers, and 
led by anarchist black and red banners, 4,000 students 
headed for the occupied factory. The state, bosses, 
unions and Communist Party were now faced with their 
greatest nightmare -- a worker-student alliance. Ten 
thousand police reservists were called up and frantic 
union officials locked the factory gates. The Communist 
Party urged their members to crush the revolt. They 
united with the government and bosses to craft a series 
of reforms, but once they turned to the factories they 
were jeered out of them by the workers. 


The struggle itself and the activity to spread it was 
organised by self-governing mass assemblies and co- 
ordinated by action committees. The strikes were often 
run by assemblies as well. As Murray Bookchin argues, 
the "hope [of the revolt] lay in the extension of self- 
management in all its forms -- the general assemblies 
and their administrative forms, the action committees, 
the factory strike committees -- to all areas of the 
economy, indeed to all areas of life itself" [Ibid., pp. 
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251-252]. Within the assemblies, "a fever of life gripped 
millions, a rewaking of senses that people never thought 
they possessed" [Ibid., p. 251]. It was not a workers' 
strike or a student strike. It was a *peoples'™ strike that 
cut across almost all class lines. 


On May 24th, anarchists organised a demonstration. 
Thirty thousand marched towards the Palace de la 
Bastille. The police had the Ministries protected, using 
the usual devices of tear gas and batons, but the Bourse 
(Stock Exchange) was left unprotected and a number of 
demonstrators set fire to it. 


It was at this stage that some left-wing groups lost their 
nerve. The Trotskyist JCR turned people back into the 
Latin Quarter. Other groups such as UNEF and Parti 
Socialiste Unife (United Socialist Party) blocked the 
taking of the Ministries of Finance and Justice. Cohn- 
Bendit said of this incident "As for us, we failed to 
realise how easy it would have been to sweep all these 
nobodies away. . . .It is now clear that if, on 25 May, 
Paris had woken to find the most important Ministries 
occupied, Gaullism would have caved in at once... ." 
Cohn-Bendit was forced into exile later that very night. 


As the street demonstrations grew and occupations 
continued, the state prepared to use overwhelming means 
to stop the revolt. Secretly, top generals readied 20,000 
loyal troops for use on Paris. Police occupied 
communications centres like TV stations and Post 
Offices. By Monday, May 27th, the Government had 
guaranteed an increase of 35% in the industrial minimum 
wage and an all round-wage increase of 10%. The 
leaders of the CGT organised a march of 500,000 
workers through the streets of Paris two days later. Paris 
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was covered in posters calling for a 'Government of the 
People.' Unfortunately the majority still thought in terms 
of changing their rulers rather than taking control for 
themselves. 


By June 5th most of the strikes were over and an air of 
what passes for normality within capitalism had rolled 
back over France. Any strikes which continued after this 
date were crushed in a military-style operation using 
armoured vehicles and guns. On June 7th, they made an 
assault on the Flins steelworks which started a four-day 
running battle which left one worker dead. Three days 
latter, Renault strikers were gunned down by police, 
killing two. In isolation, those pockets of militancy stood 
no chance. On June 12th, demonstrations were banned, 
radical groups outlawed, and their members arrested. 
Under attack from all sides, with escalating state 
violence and trade union sell-outs, the General Strike and 
occupations crumbled. 


So why did this revolt fail? Certainly not because 
"vanguard" Bolshevik parties were missing. It was 
infested with them. Fortunately, the traditional 
authoritarian left sects were isolated and outraged. Those 
involved in the revolt did not require a vanguard to tell 
them what to do, and the "workers' vanguards" 
frantically ran after the movement trying to catch up with 
it and control it. 


No, it was the lack of independent, self-managed 
confederal organizations to co-ordinate struggle which 
resulted in occupations being isolated from each other. 
So divided, they fell. In addition, Murray Bookchin 
argues that "an awareness among the workers that the 
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factories had to be *worked,* not merely occupied or 
struck," was missing [Ibid., p. 269]. 


This awareness would have been encouraged by the 
existence of a strong anarchist movement before the 
revolt. The anti-authoritarian left, though very active, 
was too weak among striking workers, and so the idea of 
self-managed organisations and workers _ self- 
management was not widespread. However, the May- 
June revolt shows that events can change very rapidly. 
The working class, fused by the energy and bravado of 
the students, raised demands that could not be catered for 
within the confines of the existing system. The General 
Strike displays with beautiful clarity the potential power 
that lies in the hands of the working class. The mass 
assemblies and occupations give an excellent, if short- 
lived, example of anarchy in action and how anarchist 
ideas can quickly spread and be applied in practice. 
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SECTION B — 


WHY DO ANARCHISTS OPPOSE THE CURRENT 
SYSTEM? 


This section of the FAQ presents an analysis of the basic 
social relationships of modern society and the structures 
which create them, particularly those aspects of society 
that anarchists want to change. 


Anarchism is, essentially, a revolt against capitalism. It 
was born at the same time as capitalism was born and 
grew in influence as capitalism colonised more and more 
parts of society. This does not mean that anarchistic 
ideas have not existed within society since before the 
dawn of capitalism. Far from it. Thinkers whose ideas 
can be classified as anarchist go back thousands of years 
and are found in Eastern as well as Western civilisations. 
It would be no exaggeration to say that anarchism was 
born the moment the state and private property were 
created. 


However, anarchism as a political movement was the 
product of the transformation of society which 
accompanied the creation of the modern (nation-) state 
and capital. As such, the analysis and critique presented 
in this section of the FAQ will concentrate on modern, 
capitalist society. 


Anarchists realise that the power of governments and 
other forms of hierarchy depends upon the agreement of 
the governed. Fear is not the whole answer, it is far more 
"because they [the oppressed] subscribe to the same 
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values as their governors. Rulers and ruled alike believe 
in the principle of authority, of hierarchy, of power." 
[Colin Ward, Anarchy in Action, p. 15] With this in 
mind, we present in this section of the FAQ our 
arguments to challenge this "consensus," to present the 
case why we _ should become anarchists, why 
authoritarian social relationships and organisations are 
not in our interests. 


From this discussion, it will become apparent why 
anarchists are dissatisfied with the very limited amount 
of freedom in modern mass society and why they want to 
create a truly free society. In the words of Noam 
Chomsky, the anarchist critique of modern society 
means: 


"to seek out and identify structures of authority, 
hierarchy, and domination in every aspect of life, and to 
challenge them; unless a justification for them can be 
given, they are illegitimate, and should be dismantled, to 
increase the scope of human freedom. That includes 
political power, ownership and management, relations 
among men and women, parents and children, our 
control over the fate of future generations (the basic 
moral imperative behind the environmental movement. . 
.), and much else." ["Anarchism, Marxism and Hope for 
the Future", Red and Black Revolution, No. 2] 


In section J of the FAQ will discuss how anarchists try to 
encourage this process of justification, this critical 
evaluation of authority and domination, this undermining 
of what previously was considered "natural" or 
"common-sense" until we started to question it. Part of 
this process is to encourage direct action (see section 
J.2) by the oppressed against their oppressors as well as 
encouraging the anarchistic tendencies and awareness 
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that exist (to a greater or lesser degree) in any 
hierarchical society. 


However, this section of the FAQ is concerned directly 
with the critical or "negative" aspect of anarchism, the 
exposing of the evil inherent in all authority, be it from 
state, property or whatever. Later sections will indicate 
how, after analysing the world, anarchists plan to change 
it constructively, but some of the constructive core of 
anarchism will be seen even in this section. After this 
broad critique of the current system, we move onto more 
specific areas. Section C explains the anarchist critique 
of the economics of capitalism and section D discusses 
how the social relationships and institutions described in 
this section impact on society as a whole. 
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Section B - Why do anarchists oppose the current 
system? 


Introduction 


B.1 Why are anarchists against authority and hierarchy? 





B.1.1 What are the effects of authoritarian social 
relationships? 
B.1.2 Is capitalism hierarchical? 


B.1.3 What kind of hierarchy of values does capitalism 
create? 





B.1.4 Why do racism, sexism and homophobia exist? 


B.1.5 How is the _mass-psychological basis for 
authoritarian civilisation created? 


B.2 Why are anarchists against the state? 
B.2.1 What is the main function of the state? 


B.2.2 Does the state have subsidiary functions? 


B.2.3 How does the ruling class maintain control of the 
state? 














B.2.4 How does state centralisation affect freedom? 


B.2.5 Who benefits from centralisation? 


B.3 Why are anarchists against private property? 


B.3.1 What is the difference between private property 
and possession? 


B.3.2 What kinds of private property does the state 
protect? 


B.3.3 Why is private property exploitative? 
B.3.4 Can private property be justified? 
B.4 How does capitalism affect liberty? 








213 


B.4.1 Is capitalism based on freedom? 









B.4.2 Is capitalism based on self-ownership 


B.4.3 But no one forces you to work for them! 











B.4.4 But what about periods of high demand for labour? 
B.4.5 But I want to be "left alone"! 
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B.1 


WHY ARE ANARCHISTS AGAINST AUTHORITY 
AND HIERARCHY? 





First, it is necessary to indicate what kind of authority 
anarchism challenges. As Erich Fromm points out in To 
Have or To Be, "authority" is "a broad term with two 
entirely different meanings: it can be either ‘rational’ or 
‘irrational’ authority. Rational authority is based on 
competence, and it helps the person who leans on it to 
grow. Irrational authority is based on power and serves 
to exploit the person subjected to it." [pp. 44-45] The 
same point was made by Bakunin 100 years earlier (see 
God and the State, for example) when he indicated the 
difference between authority and influence. 


This crucial point is expressed in the difference between 
having authority and being an authority. Being an 
authority just means that a given person is generally 
recognised as competent for a given task, based on his or 
her individual skills and knowledge. Put differently, it is 
socially acknowledged expertise. In contrast, having 
authority is a social relationship based on status and 
power derived from a hierarchical position, not on 
individual ability. Obviously this does not mean that 
competence is not an element for obtaining a hierarchical 
position; it just means that the real or alleged initial 
competence is transferred to the title or position of the 
authority and so becomes independent of individuals, i.e. 
institutionalised. 


This difference is important because the way people 
behave is more a product of the institutions in which we 
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are raised than of any inherent nature. In other words, 
social relationships shape the individuals involved. This 
means that the various groups individuals create have 
traits, behaviours and outcomes that cannot be 
understood by reducing them to the individuals within 
them. That is, groups consist not only of individuals, but 
also relationships between individuals and_ these 
relationships will effect those subject to them. For 
example, obviously "the exercise of power by some 
disempowers others" and so through a "combination of 
physical intimidation, economic domination and 
dependency, and_ psychological limitations, — social 
institutions and practices affect the way everyone sees 
the world and her or his place in it." [Martha A. 
Ackelsberg, Free Women of Spain, p. 20] 


Authoritarian social relationships means dividing society 
into (the few) order givers and (the many) order takers, 
impoverishing the individuals involved (mentally, 
emotionally and physically) and society as a whole. 
Human relationships, in all parts of life, are stamped by 
authority, not liberty. And as freedom can only be 
created by freedom, authoritarian social relationships 
(and the obedience they require) do not and cannot 
educate a person in freedom - only participation (self- 
management) in all areas of life can do that. 


Of course, it will be pointed out that in any collective 
undertaking there is a need for co-operation and co- 
ordination and this need to "subordinate" the individual 
to group activities is a form of authority. Yes, but there 
are two different ways of co-ordinating individual 
activity within groups - either by authoritarian means or 
by libertarian means. Proudhon, in relation to 
workplaces, makes the difference clear: 
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"either the workman. . . will be simply the employee of 
the _proprietor-capitalist-promoter; or he will 
participate. . . [and] have a voice in the council, in a 
word he will become an associate. 


"In the first case the workman is subordinated, 
exploited: his permanent condition is one of obedience. . 
. In the second case he resumes his dignity as a man and 
citizen. . . he forms part of the producing organisation, 
of which he was before but the slave; as, in the town, he 
forms part of the sovereign power, of which he was 
before but the subject . . . we need not hesitate, for we 
have no choice. . . it is necessary to form an 
ASSOCIATION among workers . . . because without that, 
they would remain related as _ subordinates and 
superiors, and there would ensue two . . . castes of 
masters and wage-workers, which is repugnant to a free 
and democratic society." [Pierre-Joseph Proudhon, 
General Idea of the Revolution, pp. 215-216] 


In other words, associations can be based upon a form of 
rational authority, based upon natural influence and so 
reflect freedom, the ability of individuals to think, act 
and feel and manage their own time and _ activity. 
Otherwise, we include elements of slavery into our 
relationships with others, elements that poison the whole 
and shape us in negative ways (see section B.1.1). Only 
the reorganisation of society in a libertarian way (and, 
we may add, the mental transformation such a change 
requires and would create) will allow the individual to 
"achieve more or less complete blossoming, whilst 
continuing to develop" and banish "that spirit of 
submission that has been artificially thrust upon him [or 
her]" [Nestor Makhno, The Struggle Against the State 
and Other Essays, p. 62] 
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So, anarchists "ask nothing better than to see [others]... 
exercise over us a natural and legitimate influence, 
freely accepted, and never imposed .. . We accept all 
natural authorities and all influences of fact, but none of 
right. . . " [The Political Philosophy of Bakunin, p. 
255] Anarchist support for free association within 
directly democratic groups is based upon such 
organisational forms increasing influence and reducing 
irrational authority in our lives. Members of such 
organisations can create and present their own ideas and 
suggestions, critically evaluate the proposals and 
suggestions from their fellows, accept those that they 
agree with or become convinced by and have the option 
of leaving the association if they are unhappy with its 
direction. Hence the influence of individuals and their 
free interaction determine the nature of the decisions 
reached, and no one has the right to impose their ideas 
on another. As Bakunin argued, in such organisations 
"no function remains fixed and it will not remain 
permanently and irrevocably attached to one person. 
Hierarchical order and promotion do not exist. . . In 
such a system, power, properly speaking, no longer 
exists. Power is diffused to the collectivity and becomes 
the true expression of the liberty of everyone." [Bakunin 
on Anarchism, p. 415] 


Therefore, anarchists are opposed to irrational (ce.g., 
illegitimate) authority, in other words, hierarchy -- 
hierarchy being the institutionalisation of authority 
within a society. Hierarchical social institutions include 
the state (see section B.2), private property (see section 
B.3) and, therefore, capitalism (see section B.4). Due to 
their hierarchical nature, anarchists oppose these 
institutions with passion. However, hierarchy exists 
beyond these institutions. For example, hierarchical 
social relationships include sexism, racism and 
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homophobia (see section B.1.4), and anarchists oppose, 
and fight, them all. 


As noted earlier (A.2.8), anarchists consider all 
hierarchies to be not only harmful but unnecessary, and 
think that there are alternative, more egalitarian ways to 
organise social life. In fact, they argue that hierarchical 
authority creates the conditions it is presumably designed 
to combat, and thus tends to be self-perpetuating. Thus, 
bureaucracies ostensibly set up to fight poverty wind up 
perpetuating it, because without poverty, the high- 
salaried top administrators would be out of work. The 
same applies to agencies intended to eliminate drug 
abuse, fight crime, etc. In other words, the power and 
privileges deriving from top hierarchical positions 
constitute a strong incentive for those who hold them not 
to solve the problems they are supposed to solve. (For 
further discussion see Marilyn French, Beyond Power: 
On Women, Men, and Morals, Summit Books, 1985.) 


B.1.1 


WHAT ARE THE EFFECTS OF AUTHORITARIAN SOCIAL 
RELATIONSHIPS? 


Hierarchical authority is inextricably connected with the 
marginalisation and disempowerment of those without 
authority. This has negative effects on those over whom 
authority is exercised, since "/t/hose who have these 
symbols of authority and those who benefit from them 
must dull their subject people's realistic, i.e. critical, 
thinking and make them believe the fiction [that 
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irrational authority is rational and necessary], . . .[so] 
the mind is lulled into submission by clich%os. . .[and] 
people are made dumb because they become dependent 
and lose their capacity to trust their eyes and 
judgement." [Erich Fromm, Op. Cit., p. 47] 


Or, in the words of Bakunin, "the principle of authority, 
applied to men who have surpassed or attained their 
majority, becomes a monstrosity, a source of slavery and 
intellectual and moral depravity." [God and the State, 


p. 41] 


This is echoed by the syndicalist miners who wrote the 
classic The Miners' Next Step when they indicate the 
nature of authoritarian organisations and their effect on 
those involved. Leadership (i.e. hierarchical authority) 
"implies power held by the leader. Without power the 
leader is inept. The possession of power inevitably leads 
to corruption. . . in spite of. . . good intentions . . . 
[Leadership means] power of initiative, this sense of 
responsibility, the self-respect which comes from 
expressed manhood [sic!], is taken from the men, and 
consolidated in the leader. The sum of their initiative, 
their responsibility, their self-respect becomes his. . . 
[and the] order and system he maintains is based upon 
the suppression of the men, from being independent 


thinkers into being 'the men'. . . In a word, he is 
compelled to become an autocrat and a foe to 
democracy." Indeed, for the "leader," such 


marginalisation can be beneficial, for a leader "sees no 
need for any high level of intelligence in the rank and 
file, except to applaud his actions. Indeed such 
intelligence from his point of view, by breeding criticism 
and opposition, is an obstacle and causes confusion." 
[The Miners’ Next Step, pp. 16-17 p. 15] 
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Anarchists argue that hierarchical social relationships 
will have a negative effect on those subject to them, who 
can no longer exercise their critical, creative and mental 
abilities freely. As Colin Ward argues, people "do go 
from womb to tomb without realising their human 
potential, precisely because the power to initiate, to 
participate in innovating, choosing, judging, and 
deciding is reserved for the top men" (and it usually is 
men!) [Anarchy in Action, p, 42]. Anarchism is based 
on the insight that there is an interrelationship between 
the authority structures of institutions and _ the 
psychological qualities and attitudes of individuals. 
Following orders all day hardly builds an independent, 
empowered, creative personality. As Emma Goldman 
made clear, if a person's “inclination and judgement are 
subordinated to the will of a master" (such as a boss, as 
most people have to sell their labour under capitalism) 
then little wonder such an authoritarian relationship 
"condemns millions of people to be mere nonentities." 
[Red Emma Speaks, p. 36] 


As the human brain is a bodily organ, it needs to be used 
regularly in order to be at its fittest. Authority 
concentrates decision-making in the hands of those at the 
top, meaning that most people are turned into executants, 
following the orders of others. If muscle is not used, it 
turns to fat; if the brain is not used, creativity, critical 
thought and mental abilities become blunted and side- 
tracked onto marginal issues, like sports and fashion. 


Therefore, "/hJierarchical institutions foster alienated 
and exploitative relationships among those who 
participate in them, disempowering people and 
distancing them from their own reality. Hierarchies 
make some people dependent on others, blame the 
dependent for their dependency, and then use that 
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dependency as a justification for further exercise of 


authority. . . .Those in positions of relative dominance 
tend to define the very characteristics of those 
subordinate to them. . . .Anarchists argue that to be 


always in a position of being acted upon and never to be 
allowed to act is to be doomed to a state of dependence 
and_ resignation. Those who are constantly ordered 
about and prevented from thinking for themselves soon 
come to doubt their own capacities. . .[and have] 
difficulty acting on [their] sense of self in opposition to 
societal norms, standards and expectations." [Martha 
Ackelsberg, Free Women of Spain, pp. 19-20] 


Thus, in the words of Colin Ward, the "system makes its 
morons, then despises them for their ineptitude, and 
rewards its 'gifted few' for their rarity." [Op. Cit., p. 43] 


In addition to these negative psychological effects from 
the denial of liberty, authoritarian social relationships 
also produce social inequality. This is because an 
individual subject to the authority of another has to obey 
the orders of those above them in the social hierarchy. In 
capitalism this means that workers have to follow the 
orders of their boss (see next section), orders that are 
designed to make the boss richer (for example, from 
1994 to 1995 alone, Chief Executive Officer (CEO) 
compensation in the USA rose 16 percent, compared to 
2.8 percent for workers, which did not even keep pace 
with inflation, and whose stagnating wages cannot be 
blamed on corporate profits, which rose a healthy 14.8 
percent for that year). Inequality in terms of power will 
translate itself into inequality in terms of wealth (and 
vice versa). The effects of such social inequality are 
wide-reaching. 
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For example, poor people are more likely to be sick and 
die at an earlier age, compared to rich people. Moreover, 
the degree of inequality is important (i.e. the size of the 
gap between rich and poor). According to an editorial in 
the British Medical Journal “what matters in 
determining mortality and health in a society is less the 
overall wealth of that society and more how evenly 
wealth is distributed. The more equally wealth is 
distributed the better the health of that society," [Vol. 
312, April 20, 1996, p. 985] 


Research in the USA found overwhelming evidence of 
this. George Kaplan and his colleagues measured 
inequality in the 50 US states and compared it to the age- 
adjusted death rate for all causes of death, and a pattern 
emerged: the more unequal the distribution of income, 
the greater the death rate. In other words, it is the gap 
between rich and poor, and not the average income in 
each state, that best predicts the death rate in each state. 
["Inequality in income and mortality in the United 
States: analysis of mortality and potential pathways," 
British Medical Journal Vol. 312, April 20, 1996, pp. 
999-1003] 


This measure of income inequality was also tested 
against other social conditions besides health. States with 
greater inequality in the distribution of income also had 
higher rates of unemployment, higher rates of 
incarceration, a higher percentage of people receiving 
income assistance and food stamps, a greater percentage 
of people without medical insurance, greater proportion 
of babies born with low birth weight, higher murder 
rates, higher rates of violent crime, higher costs per- 
person for medical care, and higher costs per person for 
police protection. 
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Moreover states with greater inequality of income 
distribution also spent less per person on education, had 
fewer books per person in the schools, and had poorer 
educational performance, including worse reading skills, 
worse mathematics skills, and lower rates of completion 
of high school. 


As the gap grows between rich and poor (indicating an 
increase in social hierarchy within and without of 
workplaces) the health of a people deteriorates and the 
social fabric unravels. The psychological hardship of 
being low down on the social ladder has detrimental 
effects on people, beyond whatever effects are produced 
by the substandard housing, nutrition, air quality, 
recreational opportunities, and medical care enjoyed by 
the poor.[see George Davey Smith, "Income inequality 
and mortality: why are they related?" British Medical 
Journal, Vol. 312 (April 20, 1996), pp. 987-988] 


The growing gap between rich and poor has not been 
ordained by god, nature or some other superhuman force. 
It has been created by a specific social system, its 
institutions and workings - a system based upon 
authoritarian social relationships which effect us both 
physically and mentally. 


All this is not to suggest that those at the bottom of 
hierarchies are victims nor that those at the top of 
hierarchies only gain benefits - far from it. Those at the 
bottom are constantly resisting the negative effects of 
hierarchy and creating non-hierarchical ways of living 
and fighting. This constant process of self-activity and 
self-liberation can be seen from the labour, women's and 
other movements - in which, to some degree, people 
create their own alternatives based upon their own 
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dreams and hopes. Anarchism is based upon, and grew 
out of, this process of resistance, hope and direct action. 


If we look at those at the top of the system, yes, indeed 
they often do very well in terms of material goods and 
access to education, leisure, health and so on but they 
can lose their humanity and individuality. As Bakunin 
pointed out, “power and authority corrupt those who 
exercise them as much as those who are compelled to 
submit to them." [The Political Philosophy of Bakunin, 
p. 249] Power operates destructively, even on those who 
have it, reducing their individuality as it "renders them 
stupid and brutal, even when they were originally 
endowed with the best of talents. One who is constantly 
striving to force everything into a mechanical order at 
last becomes a machine himself and loses all human 
feeling." [Rudolf Rocker, Anarcho-Syndicalism, p. 22] 


When it boils down to it, hierarchy is self-defeating, for 
if "wealth is other people," then by treating others as less 
than yourself, restricting their growth, you lose all the 
potential insights and abilities these individuals have, so 
impoverishing your own life and restricting your own 
growth. Unfortunately in these days material wealth (a 
particularly narrow form of "self-interest") has replaced 
concern for developing the whole person and leading a 
fulfilling and creative life (a broad self-interest, which 
places the individual within society, one that recognises 
that relationships with others shape and develop all 
individuals). In a hierarchical, class based society 
everyone loses to some degree, even those at the "top." 
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B.1.2 


IS CAPITALISM HIERARCHICAL? 


Yes. Under capitalism workers do not exchange the 
products of their labour they exchange the labour itself 
for money. They sell themselves for a given period of 
time, and in return for wages, promise to obey their 
paymasters. Those who pay and give the orders -- 
owners and managers -- are at the top of the hierarchy, 
those who obey at the bottom. This means_ that 
capitalism, by its very nature, is hierarchical. 


As Carole Pateman argues, "/cJapacities or labour 
power cannot be used without the worker using his will, 
his understanding and experience, to put them into 
effect. The use of labour power requires the presence of 
its ‘owner,' and it remains mere potential until he acts in 
the manner necessary to put it into use, or agrees or is 
compelled so to act; that is, the worker must labour. To 
contract for the use of labour power is a waste of 
resources unless it can be used in the way in which the 
new owner requires. The fiction ‘labour power' cannot 
be used; what is required is that the worker labours as 
demanded. The employment contract must, therefore, 
create a_ relationship of command and_ obedience 
between employer and worker. . .In short, the contract in 
which the worker allegedly sells his labour power is a 
contract in which, since he cannot be separated from his 
capacities, he sells command over the use of his body 
and himself. To obtain the right to use another is to be a 
(civil) master" [The Sexual Contract, pp. 150-1 -- 
compare to Proudhon quoted above] 


226 


This hierarchical control of wage labour has the effect of 
alienating workers from their own work, and so from 
themselves. Workers no longer govern themselves 
during work hours and so are no longer free. Capitalism, 
by treating labour as analogous to all other commodities 
denies the key distinction between labour and other 
"resources" - that is to say its inseparability from its 
bearer - labour, unlike other "property," is endowed with 
will and agency. Thus when one speaks of selling labour 
there is a necessary subjugation of will (hierarchy). As 
Karl Polanyi writes: 


"Labour is only another name for human activity which 
goes with life itself, which is in turn not produced for 
sale but for entirely different reasons, nor can that 
activity be detached from the rest of life itself, be stored 
or mobilised." [The Great Transformation, p. 72] 


In other words, labour is much more than the commodity 
to which capitalism tries to reduce it. Creative, self- 
managed work is a source of pride and joy and part of 
what it means to be fully human. Wrenching control of 
work from the hands of the worker profoundly harms his 
or her mental and physical health. Indeed, Proudhon 
went so far as to argue that capitalist companies "plunder 
the bodies and souls of the wage-workers" and were an 
"outrage upon human dignity and personality." [Op. 
Cit., p. 219] 


Separating labour from other activities of life and 
subjecting it to the laws of the market means to 
annihilate its natural, organic form of existence -- a form 
that evolved with the human race through tens of 
thousands of years of co-operative economic activity 
based on sharing and mutual aid -- and replacing it with 
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an atomistic and individualistic one based on contract 
and competition. 


The social relationship of wage labour, which is a very 
recent development, is then claimed by capitalists to be a 
source of "freedom," whereas in fact it is a form of 
involuntary servitude (see section B.4 and A.2.14). 
Therefore a libertarian who did not support economic 
liberty (i.e. self-government in industry, socialism) 
would be no libertarian at all, and no believer in liberty. 





Therefore capitalism is based upon hierarchy and the 
denial of liberty. To present it otherwise denies the 
nature of wage labour. However supporters of capitalism 
try to but - as Karl Polanyi points out - the idea that wage 
labour is based upon some kind of "natural" liberty is 
false: 


"To represent this principle [wage labour] as one of 
non-interference [with freedom], as economic liberals 
were wont to do, was merely the expression of an 
ingrained prejudice in favour of a definite kind of 
interference, namely, such as would destroy non- 
contractual relations between individuals and prevent 
their spontaneous re-formation." [Op. Cit., p.163] 


This replacement of human relationships by economic 
ones soon results in the replacement of human values by 
economic ones, giving us an "ethics" of the account 
book, in which people are valued by how much they 
earn. It also leads, as Murray Bookchin argues, to a 
debasement of human values: 


"[S]o deeply rooted is the market economy in our minds 
that its grubby language has replaced our most hallowed 
moral and spiritual expressions. We now ‘invest' in our 
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children, marriages, and personal relationships, a term 
that is equated with words like 'love' and 'care.' We live 
in a world of 'trade-offs' and we ask for the ‘bottom line' 
of any emotional 'transaction.' We use the terminology of 
contracts rather than that of loyalties and _ spiritual 
affinities." [The Modern Crisis, p. 79] 


With human values replaced by the ethics of calculation, 
and with only the laws of market and state "binding" 
people together, social breakdown is inevitable. As Karl 
Polanyi argues, “in disposing of a man's labour power 
the [market] system would, incidently, dispose of the 
physical, psychological, and moral entity 'man' attached 
to that tag." [Op. Cit., p. 73] 


Little wonder modern capitalism has seen a massive 
increase in crime and dehumanisation under the freer 
markets established by "conservative" governments, such 
as those of Thatcher and Reagan and their transnational 
corporate masters. We now live in a society where 
people live in self-constructed fortresses, "free" behind 
their walls and defences (both emotional and physical). 


Of course, some people like the "ethics" of mathematics. 
But this is mostly because -- like all gods -- it gives the 
worshipper an easy rule book to follow. "Five is greater 
than four, therefore five is better" is pretty simple to 
understand. John Steinbeck noticed this when he wrote: 


"Some of them [the owners] hated the mathematics that 
drove them [to kick the farmers off their land], and some 
were afraid, and some worshipped the mathematics 
because it provided a refuge from thought and from 
feeling" [The Grapes of Wrath, p. 34]. 
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B.1.3 


WHAT KIND OF HIERARCHY OF VALUES DOES CAPITALISM 
CREATE? 


Capitalism produces a perverted hierarchy of values -- 
one that places humanity below property. As Erich 
Fromm argues, "the use [i.e. exploitation] of man by man 
is expressive of the system of values underlying the 
capitalistic system. Capital, the dead past, employs 
labour -- the living vitality and power of the present. In 
the capitalistic hierarchy of values, capital stands higher 
than labour, amassed things higher than the 
manifestations of life. Capital employs labour, and not 
labour capital. The person who owns capital commands 
the person who ‘only' owns his life, human skill, vitality 
and creative productivity. 'Things' are higher than man. 
The conflict between capital and labour is much more 
than the conflict between two classes, more than their 
fight for a greater share of the social product. It is the 
conflict between two principles of value: that between 
the world of things, and their amassment, and the world 
of life and its productivity." [The Sane Society, pp. 94- 
95] 


Capitalism only values a person as representing a certain 
amount of the commodity called "labour power," in other 
words, as a thing. Instead of being valued as an 
individual -- a unique human being with intrinsic moral 
and spiritual worth -- only one's price tag counts. 


This debasement of the individual in the workplace, 
where so much time is spent, necessarily affects a 
person's self-image, which in turn carries over into the 
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way he or she acts in other areas of life. If one is 
regarded as a commodity at work, one comes to regard 
oneself and others in that way also. Thus all social 
relationships -- and so, ultimately, all individuals -- are 
commodified. In capitalism, literally nothing is sacred -- 
"everything has its price" -- be it dignity, self-worth, 
pride, honour -- all become commodities up for grabs. 


Such debasement produces a number of social 
pathologies. "Consumerism" is one example which can 
be traced directly to the commodification of the 
individual under capitalism. To quote Fromm again, 
"Things have no self, and men who have become things 
[i.e. commodities on the labour market] can have no 
self.” [The Sane Society, p. 143] 


However, people still feel the need for selfhood, and so 
try to fill the emptiness by consuming. The illusion of 
happiness, that one's life will be complete if one gets a 
new commodity, drives people to consume. 
Unfortunately, since commodities are yet more things, 
they provide no substitute for selfhood, and so the 
consuming must begin anew. This process is, of course, 
encouraged by the advertising industry, which tries to 
convince us to buy what we don't need because it will 
make us_ popular/sexy/happy/free/etc. (delete as 
appropriate!). But consuming cannot really satisfy the 
needs that the commodities are bought to satisfy. Those 
needs can only be satisfied by social interaction based on 
truly human values and by creative, self-directed work. 


This does not mean, of course, that anarchists are against 
higher living standards or material goods. To the 
contrary, they recognise that liberty and a good life are 
only possible when one does not have to worry about 
having enough food, decent housing, and so forth. 
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Freedom and 16 hours of work a day do not go together, 
nor do equality and poverty or solidarity and hunger. 
However, anarchists consider consumerism to be a 
distortion of consumption caused by the alienating and 
inhuman "account book" ethics of capitalism, which 
crushes the individual and his or her sense of identity, 
dignity and selfhood. 


B.1.4 


WHY DO RACISM, SEXISM AND HOMOPHOBIA EXIST? 


Since racism, sexism and homophobia (hatred/fear of 
homosexuals) are institutionalised throughout society, 
sexual, racial and gay oppression are commonplace. The 
primary cause of these three evil attitudes is the need for 
ideologies that justify domination and exploitation, 
which are inherent in hierarchy -- in other words, 
"theories" that "justify" and "explain" oppression and 
injustice. As Tacitus said, "We hate those whom we 
injure." Those who oppress others always find reasons to 
regard their victims as "inferior" and hence deserving of 
their fate. Elites need some way to justify their superior 
social and economic positions. Since the social system is 
obviously unfair and elitist, attention must be distracted 
to other, less inconvenient, "facts," such as alleged 
superiority based on biology or "nature." Therefore, 
doctrines of sexual, racial, and ethnic superiority are 
inevitable in hierarchical, class-stratified societies. 


We will take each form of bigotry in turn. 
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From an economic standpoint, racism is associated with 
the exploitation of cheap labour at home and imperialism 
abroad. Indeed, early capitalist development in both 
America and Europe was strengthened by the bondage of 
people, particularly those of African descent. In the 
Americas, Australia and other parts of the world the 
slaughter of the original inhabitants and _ the 
expropriation of their land was also a key aspect in the 
growth of capitalism. As the subordination of foreign 
nations proceeds by force, it appears to the dominant 
nation that it owes its mastery to its special natural 
qualities, in other words to its "racial" characteristics. 
Thus imperialists have frequently appealed to the 
Darwinian doctrine of "Survival of the Fittest" to give 
their racism a basis in "nature." 


In Europe, one of the first theories of racial superiority 
was proposed by Gobineau in the 1850s to establish the 
natural right of the aristocracy to rule over France. He 
argued that the French aristocracy was originally of 
Germanic origin while the "masses" were Gallic or 
Celtic, and that since the Germanic race was "superior", 
the aristocracy had a natural right to rule. Although the 
French "masses" didn't find this theory particularly 
persuasive, it was later taken up by proponents of 
German expansion and became the origin of German 
racial ideology, used to justify Nazi oppression of Jews 
and other "non-Aryan" types. Notions of the "white 
man's burden" and "Manifest Destiny" developed at 
about the same time in England and to a lesser extent in 
America, and were used to rationalise Anglo-Saxon 
conquest and world domination on a "humanitarian" 
basis. 


The idea of racial superiority was also found to have 
great domestic utility. As Paul Sweezy points out, "/t/he 
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intensification of social conflict within the advanced 
capitalist countries. . . has to be directed as far as 
possible into innocuous channels -- innocuous, that is to 
say, from the standpoint of capitalist class rule. The 
stirring up of antagonisms along racial lines is a 
convenient method of directing attention away from class 
struggle," which of course is dangerous to ruling-class 
interests [Theory of Capitalist Development, p. 311]. 
Indeed, employers have often deliberately fostered 
divisions among workers on racial lines as part of a 
strategy of "divide and rule." 


In other words, racism (like other forms of bigotry) can 
be used to split and divide the working class by getting 
people to blame others of their class for the conditions 
they all suffer. Thus white workers are subtly 
encouraged, for example, to blame unemployment on 
blacks instead of capitalism, crime on Hispanics instead 
of poverty. In addition, discrimination against racial 
minorities and women has the full sanction of capitalist 
economics, “for in this way jobs and_ investment 
opportunities can be denied to the disadvantaged 
groups, their wages and profits can be depressed below 
prevailing levels, and the favoured sections of the 
population can reap substantial material rewards." 
[Ibid.] 


Thus capitalism has continued to benefit from its racist 
heritage. Racism has provided pools of cheap labour for 
capitalists to draw upon (blacks still, usually, get paid 
less than whites for the same work) and permitted a 
section of the population to be subjected to worse 
treatment, so increasing profits by reducing working 
conditions and other non-pay related costs. 
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All this means that blacks are "subjected to oppression 
and exploitation on the dual grounds of race and class, 
and thus have to fight the extra battles against racism 
and discrimination." [Lorenzo Kom'boa Ervin, 
Anarcho-syndicalists of the world unite] 


Sexism only required a "justification" once women 
started to act for themselves and demand equal rights. 
Before that point, sexual oppression did not need to be 
"justified" -- it was "natural" (saying that, of course, 
equality between the sexes was stronger before the rise 
of Christianity as a state religion and capitalism so the 
"place" of women in society has fallen over the last few 
hundred years before rising again thanks to the women's 
movement). 


The nature of sexual oppression can be seen from 
marriage. Emma Goldman pointed out that marriage 
"stands for the sovereignty of the man over the women," 
with her "complete submission" to the husbands "whims 
and commands." [Red Emma Speaks, p. 139] As Carole 
Pateman notes, until "the late nineteenth century the 
legal and position of a wife resembled that of a slave. . . 
A slave had no independent legal existence apart from 
his master, and husband and wife became ‘one person,’ 
the person of the husband." [The Sexual Contract, p. 
119] Indeed, the law "was based on the assumption that 
a wife was (like) property" and only the marriage 
contract "includes the explicit commitment to obey." 
[Ibid., p. 122, p. 181] 


However, when women started to question the 
assumptions of male domination, numerous theories 
were developed to explain why women's oppression and 
domination by men was "natural." Because men enforced 
their rule over women by force, men's "superiority" was 
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argued to be a "natural" product of their gender, which is 
associated with greater physical strength (on the premise 
that "might makes right"). In the 17th century, it was 
argued that women were more like animals than men, 
thus "proving" that women had as much right to equality 
with men as sheep did. More recently, elites have 
embraced socio-biology in response to the growing 
women's movement. By "explaining" women's 
oppression on biological grounds, a social system run by 
men and for men could be ignored. 


Women's subservient role also has economic value for 
capitalism (we should note that Goldman considered 
capitalism to be another "paternal arrangement" like 
marriage, both of which robbed people of their 
"birthright," "stunts" their growth, "poisons" their bodies 
and keeps people in “ignorance, in poverty and 
dependence." [Op. Cit., p. 164]). Women often provide 
necessary (and unpaid) labour which keeps the (usually) 
male worker in good condition; and it is primarily 
women who raise the next generation of wage-slaves 
(again without pay) for capitalist owners to exploit. 
Moreover, women's subordination gives working-class 
men someone to look down upon and, sometimes, a 
convenient target on whom they can take out their 
frustrations (instead of stirring up trouble at work). As 
Lucy Parsons pointed out, a working class woman is "a 
slave to a slave." 


The oppression of lesbians, gays and bisexuals is 
inextricably linked with sexism. A patriarchal, capitalist 
society cannot see homosexual practices as the normal 
human variations they are because they blur that 
society's rigid gender roles and sexist stereotypes. Most 
young gay people keep their sexuality to themselves for 
fear of being kicked out of home and all gays have the 
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fear that some "straights" will try to kick their sexuality 
out of them if they express their sexuality freely. 


Gays are not oppressed on a whim but because of the 
specific need of capitalism for the nuclear family. The 
nuclear family, as the primary - and inexpensive - creator 
of submissive people (growing up within the 
authoritarian family gets children used to, and 
"respectful" of, hierarchy and subordination - see section 
B.1.5) as well as provider and carer for the workforce 
fulfils an important need for capitalism. Alternative 
sexuality represent a threat to the family model because 
they provide a different role model for people. This 
means that gays are going to be in the front line of attack 
whenever capitalism wants to reinforce "family values" 
(i.e. submission to authority, "tradition", "morality" and 
so on). The introduction of Clause 28 in Britain is a good 
example of this, with the government making it illegal 
for public bodies to promote gay sexuality (i.e. to present 
it as anything other than a perversion). Therefore, the 
oppression of people based on their sexuality will not 
end until sexism is eliminated. 


Before discussing how anarchists think these forms of 
oppression can be got rid of, it is useful to highlight why 
they are harmful to those who practice them (and in 
some way benefit from them) as well as the oppressed. 


Sexism, racism and homophobia divide the working 
class, which means that whites, males and heterosexuals 
hurt themselves by maintaining a pool of low-paid 
competing labour, ensuring low wages for their own 
wives, daughters, mothers, relatives and friends. Such 
divisions create inferior conditions and wages for all as 
capitalists gain a competitive advantage using this pool 
of cheap labour, forcing all capitalists to cut conditions 
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and wages to survive in the market (in addition, such 
social hierarchies, by undermining solidarity against the 
employer on the job and the state possibly create a group 
of excluded workers who could become scabs during 
strikes). Also, "privileged" sections of the working class 
lose out because their wages and conditions are less than 
those which unity could have won them. Only the boss 
really wins. 


This can be seen from research into this subject. The 
researcher Al Szymanski sought to systematically and 
scientifically test the proposition that white workers gain 
from racism ["Racial Discrimination and White Gain", 
in American Sociological Review, vol. 41, no. 3, June 
1976, pp. 403-414]. He compared the situation of 
"white" and "non-white" (i.e. black, Native American, 
Asian and Hispanic) workers in United States and found 
several key things: 


(1) the narrower the gap between white and black wages 
in an American state, the higher white earnings were 
relative to white earnings elsewhere. This means that 
"whites do not benefit economically by economic 
discrimination. White workers especially appear to 
benefit economically from the absence of economic 
discrimination. . . both in the absolute level of their 
earnings and in relative equality among whites." [p. 413] 
In other words, the less wage discrimination there was 
against black workers, the better were the wages that 
white workers received. 


(2) the more "non-white" people in the population of a 
given American State, the more inequality there was 
between whites. In other words, the existence of a poor, 
oppressed group of workers reduced the wages of white 
workers, although it did not affect the earnings of non- 
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working class whites very much ("the greater the 
discrimination against [non-white] people, the the 
greater the inequality among whites" [p. 410]). So white 
workers clearly lost economically from _ this 
discrimination. 


(3) He also found that "the more intense racial 
discrimination is, the lower are the white earnings 
because of . . . [its effect on] working-class solidarity." 
[p. 412] In other words, racism economically 
disadvantages white workers because it undermines the 
solidarity between black and white workers and weakens 
trade union organisation. 


So overall, these white workers recieve some apparent 
privileges from racism, but are in fact screwed by it. 
Thus racism and other forms of hierarchy actually works 
against the interests of those working class people who 
practice it -- and, by weakening workplace and social 
unity, benefits the ruling class. 


In addition, a wealth of alternative viewpoints, insights, 
experiences, cultures, thoughts and so on are denied the 
racist, sexist or homophobe. Their minds are trapped in a 
cage, stagnating within a mono-culture -- and stagnation 
is death for the personality. Such forms of oppression are 
dehumanising for those who practice them, for the 
oppressor lives as a role, not as a person, and so are 
restricted by it and cannot express their individuality 
freely (and so do so in very limited ways). This warps 
the personality of the oppressor and impoverishes their 
own life and personality. Homophobia and sexism also 
limits the flexibility of all people, gay or straight, to 
choose the sexual expressions and relationships that are 
right for them. The sexual repression of the sexist and 
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homophobe will hardly be good for their mental health, 
their relationships or general development. 


From the anarchist standpoint, oppression based on race, 
sex or sexuality will remain forever intractable under 
capitalism or, indeed, under any economic system based 
on domination and exploitation. While individual 
members of "minorities" may prosper, racism as a 
justification for inequality is too useful a tool for elites to 
discard. By using the results of racism (e.g. poverty) as a 
justification for racist ideology, criticism of the status 
quo can, yet again, be replaced by nonsense about 
"nature" and "biology." Similarly with sexism or 
discrimination against gays. 


The long-term solution is obvious: dismantle capitalism 
and the hierarchical, economically class-stratified society 
with which it is bound up. By getting rid of capitalist 
oppression and exploitation and its consequent 
imperialism and poverty, we will also eliminate the need 
for ideologies of racial or sexual superiority used to 
justify the oppression of one group by another or to 
divide and weaken the working class. 


As part of that process, anarchists encourage and support 
all sections of the population to stand up for their 
humanity and individuality by resisting racist, sexist and 
anti-gay activity and challenging such views in their 
everyday lives, everywhere (as Carole Pateman points 
out, “sexual domination structures the workplace as well 
as the conjugal home" [Op. Cit., p. 142]). It means a 
struggle of all working class people against the internal 
and external tyrannies we face -- we must fight against 
own our prejudices while supporting those in struggle 
against our common enemies, no matter their sex, skin 
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colour or sexuality. Lorenzo Kom'boa Ervin words on 
fighting racism are applicable to all forms of oppression: 


"Racism must be fought vigorously wherever it is found, 
even if in our own ranks, and even in ones own breast. 
Accordingly, we must end the system of white skin 
privilege which the bosses use to split the class, and 
subject racially oppressed workers to super-exploitation. 
White workers, especially those in the Western world, 
must resist the attempt to use one section of the working 
class to help them advance, while holding back the gains 
of another segment based on race or nationality. This 
kind of class opportunism and capitulationism on the 
part of white labour must be directly challenged and 
defeated. There can be no workers unity until the system 
of super-exploitation and world White Supremacy is 
brought to an end." [Op. Cit.] 


Progress towards equality can and has been made. While 
it is still true that (in the words of Emma Goldman) 
"[n]owhere is woman treated according to the merit of 
her work, but rather as a sex" [Op. Cit., p. 145] and that 
education is still patriarchal, with young women still 
often steered away from traditionally "male" courses of 
study and work (which teaches children that men and 
women are assigned different roles in society and sets 
them up to accept these limitations as they grow up) it is 
also true that the position of women, like that of blacks 
and gays, has improved. This is due to the various self- 
organised, _self-liberation movements that have 
continually developed throughout history and these are 
the key to fighting oppression in the short term (and 
creating the potential for the long term solution of 
dismantling capitalism and the state). 
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Emma Goldman argued that emancipation begins "in [a] 
woman's soul." Only by a _ process of internal 
emancipation, in which the oppressed get to know their 
own value, respect themselves and their culture, can they 
be in a position to effectively combat (and overcome) 
external oppression and attitudes. Only when you respect 
yourself can you be in a position to get others to respect 
you. Those men, whites and heterosexuals who are 
opposed to bigotry, inequality and injustice, must 
support oppressed groups and refuse to condone racist, 
sexist or homophobia attitudes and actions by others or 
themselves. For anarchists, "not a single member of the 
Labour movement may with impunity be discriminated 
against, suppressed or ignored. . . Labour [and other] 
organisations must be built on the principle of equal 
liberty of all its members. This equality means that only 
if each worker is a free and independent unit, co- 
operating with the others from his or her mutual 
interests, can the whole labour organisation work 
successfully and become powerful." [Lorenzo Kom'boa 
Ervin, Op. Cit.] 


We must all treat people as equals, while at the same 
time respecting their differences. Diversity is a strength 
and a source of joy, and anarchists reject the idea that 
equality means conformity. By these methods, of internal 
self-liberation and solidarity against external oppression, 
we can fight against bigotry. Racism, sexism and 
homophobia can be reduced, perhaps almost eliminated, 
before a social revolution has occurred by those subject 
to them organising themselves, fighting back 
autonomously and refusing to be subjected to racial, 
sexual or anti-gay abuse or to allowing others to get 
away with it (which plays an essential role in making 
others aware of their own attitudes and actions, attitudes 
they may not even be blind to!). An essential part of this 
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process is for such autonomous groups to actively 
support others in struggle (including members of the 
dominant race/sex/sexuality). Such practical solidarity 
and communication can, when combined with the 
radicalising effects of the struggle itself on those 
involved, help break down prejudice and bigotry, 
undermining the social hierarchies that oppress us all. 
For example, gay and lesbian groups supporting the 
1984/5 UK miners' strike resulted in such groups being 
given pride of place in many miners! marches. 


For whites, males and heterosexuals, the only anarchistic 
approach is to support others in struggle, refuse to 
tolerate bigotry in others and to root out their own fears 
and prejudices (while refusing to be uncritical of self- 
liberation struggles -- solidarity does not imply switching 
your brain off!). This obviously involves taking the issue 
of social oppression into all working class organisations 
and activity, ensuring that no oppressed group is 
marginalised within them. 


Only in this way can the hold of these social diseases be 
weakened and a better, non-hierarchical system be 
created. An injury to one is an injury to all. 


The example of the Mujeres Libres (Free Women) in 
Spain during the 1930s shows what is possible. Women 
anarchists involved in the C.N.T. and F.A.I. organised 
themselves autonomously raise the issue of sexism in the 
wider libertarian movement, to increase women 
involvement in libertarian organisations and help the 
process of women's  self-liberation against male 
oppression. Along the way they also had to combat the 
(all too common) sexist attitudes of their "revolutionary" 
male fellow anarchists. Martha A. Ackelsberg's book 
Free Women of Spain is an excellent account of this 
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movement and the issues it raises for all people 
concerned about freedom. 


Needless to say, anarchists totally reject the kind of 
"equality" that accepts other kinds of hierarchy, that 
accepts the dominant priorities of capitalism and the 
state and accedes to the devaluation of relationships and 
individuality in name of power and wealth. There is a 
kind of "equality" in having "equal opportunities," in 
having black, gay or women bosses and politicians, but 
one that misses the point. Saying "Me too!" instead of 
"What a mess!" does not suggest real liberation, just 
different bosses and new forms of oppression. We need 
to look at the way society is organised, not at the sex, 
colour, nationality or sexuality of who is giving the 
orders! 


B.1.5 


HOw IS THE MASS-PSYCHOLOGICAL BASIS FOR 
AUTHORITARIAN CIVILISATION CREATED? 


We noted in section A.3.6 that hierarchical, authoritarian 
institutions tend to be self-perpetuating, because growing 
up under their influence creates submissive/authoritarian 
personalities -- people who both "respect" authority 
(based on fear of punishment) and desire to exercise it 
themselves on subordinates. Individuals with such a 
character structure do not really want to dismantle 
hierarchies, because they are afraid of the responsibility 
entailed by genuine freedom. It seems "natural" and 
"right" to them that society's institutions, from the 
authoritarian factory to the patriarchal family, should be 
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pyramidal, with an elite at the top giving orders while 
those below them merely obey. Thus we have the 
spectacle of so-called "Libertarians" and "anarcho" 
capitalists bleating about "liberty" while at the same time 
advocating factory fascism and privatised states. In short, 
authoritarian civilisation reproduces itself with each 
generation because, through an intricate system of 
conditioning that permeates every aspect of society, it 
creates masses of people who support the status quo. 


Wilhelm Reich has given one of the most thorough 
analyses of the psychological processes involved in the 
reproduction of authoritarian civilisation. Reich based 
his analysis on four of Freud's most solidly grounded 
discoveries, namely, (1) that there exists an unconscious 
part of the mind which has a powerful though irrational 
influence on behaviour; (2) that even the small child 
develops a lively "genital" sexuality, i.e. a desire for 
sexual pleasure which has nothing to do with 
procreation; (3) that childhood sexuality along with the 
Oedipal conflicts that arise in parent-child relations 
under monogamy and patriarchy are usually repressed 
through fear of punishment or disapproval for sexual acts 
and thoughts; (4) that this blocking of the child's natural 
sexual activity and extinguishing it from memory does 
not weaken its force in the unconscious, but actually 
intensifies it and enables it to manifest itself in various 
pathological disturbances and anti-social drives; and (5) 
that, far from being of divine origin, human moral codes 
are derived from the educational measures used by the 
parents and parental surrogates in earliest childhood, the 
most effective of these being the ones opposed to 
childhood sexuality. 


By studying Bronislaw Malinowsli's research on the 
Trobriand Islanders, a woman-centred (matricentric) 
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society in which children's sexual behaviour was not 
repressed and in which neuroses and perversions as well 
as authoritarian institutions and values were almost non- 
existent, Reich came to the conclusion that patriarchy 
and authoritarianism originally developed when tribal 
chieftains began to get economic advantages from a 
certain type of marriage ("cross-cousin marriages") 
entered into by their sons. In such marriages, the brothers 
of the son's wife were obliged to pay a dowry to her in 
the form of continuous tribute, thus enriching her 
husband's clan (i.e. the chief's). By arranging many such 
marriages for his sons (which were usually numerous 
due to the chief's privilege of polygamy), the chief's clan 
could accumulate wealth. Thus society began to be 
stratified into ruling and subordinate clans based on 
wealth. 


To secure the permanence of these "good" marriages, 
strict monogamy was required. However, it was found 
that monogamy was impossible to maintain without the 
repression of childhood sexuality, since, as statistics 
show, children who are allowed free expression of 
sexuality often do not adapt successfully to life-long 
monogamy. Therefore, along with class stratification and 
private property, authoritarian child-rearing methods 
were developed to inculcate the repressive sexual 
morality on which the new patriarchal system depended 
for its reproduction. Thus there is a historical correlation 
between, on the one hand, pre-patriarchal society, 
primitive libertarian communism (or "work democracy," 
to use Reich's expression), economic equality, and 
sexual freedom, and on the other, patriarchal society, a 
private-property economy, economic class stratification, 
and sexual repression. As Reich puts it: 
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"Every tribe that developed from a [matricentric] to a 
patriarchal organisation had to change the sexual 
structure of its members to produce a_ sexuality in 
keeping with its new form of life. This was a necessary 
change because the shifting of power and of wealth from 
the democratic gens [maternal clans] to _ the 
authoritarian family of the chief was mainly implemented 
with the help of the suppression of the sexual strivings of 
the people. It was in this way that sexual suppression 
became an essential factor in the division of society into 
classes. 


"Marriage, and the lawful dowry it entailed, became the 
axis of the transformation of the one organisation into 
the other. In view of the fact that the marriage tribute of 
the wife's gens to the man's family strengthened the 
male's, especially the chief's, position of power, the male 
members of the higher ranking gens and _ families 
developed a keen interest in making the nuptial ties 
permanent. At this stage, in other words, only the man 
had an interest in marriage. In this way natural work- 
democracy's simple alliance, which could be easily 
dissolved at any time, was transformed into the 
permanent and monogamous marital relationship of 
patriarchy. The permanent monogamous marriage 
became the basic institution of patriarchal society -- 
which it still is today. To safeguard these marriages, 
however, it was necessary to impose greater and greater 
restrictions upon and to depreciate natural genital 
strivings." [The Mass Psychology of Fascism, p. 90] 


The suppression of natural sexuality involved in this 
transformation from matricentric to patriarchal society 
created various anti-social drives (sadism, destructive 
impulses, rape fantasies, etc.), which then also had to be 
suppressed through the imposition of a compulsive 
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morality, which took the place the natural self-regulation 
that one finds in pre-patriarchal societies. In this way, 
sex began to be regarded as "dirty," "diabolical," 
"wicked," etc. -- which it had indeed become through the 
creation of secondary drives. Thus: 


"The patriarchal- authoritarian sexual order that 
resulted from the revolutionary processes of latter-day 
[matricentrism] (economic independence of the chief's 
family from the maternal gens, a growing exchange of 
goods between the tribes, development of the means of 
production, etc.) becomes the primary basis of 
authoritarian ideology by depriving the women, 
children, and adolescents of their sexual freedom, 
making a commodity of sex and placing sexual interests 
in the service of economic subjugation. From now on, 
sexuality is indeed distorted; it becomes diabolical and 
demonic and has to be curbed" [Ibid. p. 88]. 


Once the beginnings of patriarchy are in place, the 
creation of a fully authoritarian society based on the 
psychological crippling of its members through sexual 
suppression follows: 


"The moral inhibition of the child's natural sexuality, the 
last stage of which is the severe impairment of the child's 
genital sexuality, makes the child afraid, shy, fearful of 
authority, obedient, 'good,' and 'docile' in the 
authoritarian sense of the words. It has a crippling effect 
on man's rebellious forces because every vital life- 
impulse is now burdened with severe fear; and since sex 
is a forbidden subject, thought in general and man's 
critical faculty also become inhibited. In _ short, 
morality's aim is to produce acquiescent subjects who, 
despite distress and humiliation, are adjusted to the 
authoritarian order. Thus, the family is the authoritarian 
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state in miniature, to which the child must learn to adapt 
himself as a_ preparation for the general social 
adjustment required of him later. Man's authoritarian 
structure -- this must be clearly established -- is 
basically produced by the embedding of sexual 
inhibitions and fear" in the person's bioenergetic 
structure. [Ibid., p. 30] 


In this way, by damaging the individual's power to rebel 
and think for him/herself, the inhibition of childhood 
sexuality -- and indeed other forms of free, natural 
expression of bioenergy (e.g. shouting, crying, running, 
jumping, etc.) -- becomes the most important weapon in 
creating reactionary personalities. This is why every 
reactionary politician puts such an emphasis on 
"strengthening the family" and promoting "family 
values" (i.e. patriarchy, compulsive monogamy, 
premarital chastity, corporal punishment, etc.). 


"Since authoritarian society reproduces itself in the 
individual structures of the masses with the help of the 
authoritarian family, it follows that political reaction has 
to regard and defend the authoritarian family as the 
basis of the ‘state, culture, and civilisation. . . .' [It is] 
political reaction's germ cell, the most important centre 
for the production of reactionary men and women. 
Originating and developing from definite social 
processes, it becomes the most essential institution for 
the preservation of the authoritarian system that shapes 
it." [Op. cit., pp. 104-105] 


The family is the most essential institution for this 
purpose because children are most vulnerable to 
psychological maiming in their first few years, from the 
time of birth to about six years of age, during which time 
they are mostly in the charge of their parents. The 


249 


schools and churches then continue the process of 
conditioning once the children are old enough to be away 
from their parents, but they are generally unsuccessful if 
the proper foundation has not been laid very early in life 
by the parents. Thus A.S. Neill observes that "the 
nursery training is very like the kennel training. The 
whipped child, like the whipped puppy, grows into an 
obedient, inferior adult. And as we train our dogs to suit 
our own purposes, so we train our children. In that 
kennel, the nursery, the human dogs must be clean; they 
must feed when we think it convenient for them to feed. I 
saw a hundred thousand obedient, fawning dogs wag 
their tails in the Templehof, Berlin, when in 1935, the 
great trainer Hitler whistled his commands." 
[Summerhill: a Radical Approach to Child Rearing, 
p. 100] 


The family is also the main agency of repression during 
adolescence, when sexual energy reaches its peak. This 
is because the vast majority of parents provide no private 
space for adolescents to pursue undisturbed sexual 
relationships with their partners, but in fact actively 
discourage such behaviour, often (as in fundamentalist 
Christian families) demanding complete abstinence -- at 
the very time when abstinence is most impossible! 
Moreover, since teenagers are economically dependent 
on their parents under capitalism, with no societal 
provision of housing or dormitories allowing for sexual 
freedom, young people have no alternative but to submit 
to irrational parental demands for abstention from 
premarital sex. This in turn forces them to engage in 
furtive sex in the back seats of cars or other out-of-the- 
way places where they cannot relax or obtain full sexual 
satisfaction. As Reich found, when sexuality is repressed 
and laden with anxiety, the result is always some degree 
of what he terms "orgastic impotence": the inability to 
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fully surrender to the flow of energy discharged during 
orgasm. Hence there is an incomplete release of sexual 
tension, which results in a state of chronic bioenergetic 
stasis. Such a condition, Reich found, is the breeding 
ground for neuroses and reactionary attitudes. (For 
further details see the section J.6). 


In this connection it is interesting to note that "primitive" 
societies, such as the Trobriand Islanders, prior to their 
developing patriarchal-authoritarian institutions, 
provided special community houses where teenagers 
could go with their partners to enjoy undisturbed sexual 
relationships -- and this with society's full approval. 
Such an institution would be taken for granted in an 
anarchist society, as it is implied by the concept of 
freedom. (For more on adolescent sexual liberation, see 
section J.6.8.) 


Nationalistic feelings can also be traced to the 
authoritarian family. A child's attachment to its mother 
is, of course, natural and is the basis of all family ties. 
Subjectively, the emotional core of the concepts of 
homeland and nation are mother and family, since the 
mother is the homeland of the child, just as the family is 
the "nation in miniature." According to Reich, who 
carefully studied the mass appeal of Hitler's "National 
Socialism," nationalistic sentiments are a _ direct 
continuation of the family tie and are rooted in a fixated 
tie to the mother. As Reich points out, although infantile 
attachment to the mother is natural, fixated attachment is 
not, but is a social product. In puberty, the tie to the 
mother would make room for other attachments, i.e., 
natural sexual relations, if the unnatural sexual 
restrictions imposed on adolescents did not cause it to be 
eternalised. It is in the form of this socially conditioned 
externalisation that fixation on the mother becomes the 
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basis of nationalist feelings in the adult; and it is only at 
this stage that it becomes a reactionary social force. 


Later writers who have followed Reich in analysing the 
process of creating reactionary character structures have 
broadened the scope of his analysis to include other 
important inhibitions, besides sexual ones, that are 
imposed on children and adolescents. Rianne Eisler, for 
example, in her book Sacred Pleasure, stresses that it is 
not just a sex-negative attitude but a pleasure-negative 
attitude that creates the kinds of personalities in question. 
Denial of the value of pleasurable sensations permeates 
our unconscious, as reflected, for example, in the 
common idea that to enjoy the pleasures of the body is 
the "animalistic" (and hence "bad") side of human 
nature, as contrasted with the "higher" pleasures of the 
mind and "spirit." By such dualism, which denies a 
spiritual aspect to the body, people are made to feel 
guilty about enjoying any pleasurable sensations -- a 
conditioning that does, however, prepare them for lives 
based on the sacrifice of pleasure (or indeed, even of life 
itself) under capitalism and = statism, with their 
requirements of mass submission to alienated labour, 
exploitation, military service to protect ruling-class 
interests, and so on. And at the same time, authoritarian 
ideology emphasises the value of suffering, as for 
example through the glorification of the tough, 
insensitive warrior hero, who suffers (and _ inflicts 
"necessary" suffering on others ) for the sake of some 
pitiless ideal. 


Eisler also points out that there is “ample evidence that 
people who grow up in families where rigid hierarchies 
and painful punishments are the norm learn to suppress 
anger toward their parents. There is also ample evidence 
that this anger is then often deflected against 
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traditionally disempowered groups (such as minorities, 
children, and women)" [Ibid., p. 187]. This repressed 
anger then becomes fertile ground for reactionary 
politicians, whose mass appeal usually rests in part on 
scapegoating minorities for society's problems. 


As the psychologist Else Frenkel-Brunswick documents 
in The Authoritarian Personality, people who have 
been conditioned through childhood abuse to surrender 
their will to the requirements of feared authoritarian 
parents, also tend to be very susceptible as adults to 
surrender their will and minds to authoritarian leaders. 
"In other words, at the same time that they learn to 
deflect their repressed rage against those they perceive 
as weak, they also learn to submit to autocratic or 
‘strong-man' rule. Moreover, having been severely 
punished for any hint of rebellion (even ‘talking back' 
about being treated unfairly), they gradually also learn 
to deny to themselves that there was anything wrong with 
what was done to them as children -- and to do it in turn 
to their own children" [Ibid., p. 187]. 


These are just some of the mechanisms that perpetuate 
the status quo by creating the kinds of personalities who 
worship authority and fear freedom. Consequently, 
anarchists are generally opposed to traditional child- 
rearing practices, the patriarchal-authoritarian family 
(and its "values"), the suppression of adolescent 
sexuality, and the pleasure-denying, pain-affirming 
attitudes taught by the Church and in most schools. In 
place of these, anarchists favour non-authoritarian, non- 
repressive child-rearing practices and _ educational 
methods (see sections J.6 and secJ.5.13, respectively) 
whose purpose is to prevent, or at least minimise, the 
psychological crippling of individuals, allowing them 
instead to develop natural self-regulation and _ self- 
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motivated learning. This, we believe, is the only way to 
for people to grow up into happy, creative, and truly 
freedom-loving individuals who will provide the 
psychological ground where anarchist economic and 
political institutions can flourish. 
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B.2 


WHY ARE ANARCHISTS AGAINST THE STATE? 


As previously noted (see section B.1), anarchists oppose 
all forms of hierarchical authority. Historically, however, 
the they have spent most of their time and energy 
opposing two main forms in particular. One is 
capitalism, the other, the state. These two forms of 
authority have a symbiotic relationship and cannot be 
easily separated. In this section, as well as explaining 
why anarchists oppose the state, we will necessarily have 
to analyse the relationship between it and capitalism. 


So what is the state? As Malatesta put it, anarchists 
"have used the word State ... to mean the sum total of 
the political, legislative, judiciary, military and financial 
institutions through which the management of their own 
affairs, the control over their personal behaviour, the 
responsibility for their personal safety, are taken away 
from the people and entrusted to others who, by 
usurpation or delegation, are vested with the power to 
make laws for everything and everybody, and to oblige 
the people to observe them, if need be, by the use of 
collective force." [Anarchy, p. 13] 


He continues: 


"For us, governments [or the state]is up of all governors 
. . . those who have the power to make laws regulating 
inter-human relations and to see that they are carried 
out... [and] who have the power, to a greater or lesser 
degree, to make use of the social power, that is of the 
physical, intellectual and economic power of the whole 
community, in order to oblige everybody to carry out 
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their wishes." [Op. Cit., pp. 15-16 -- see also 
Kropotkin's The State: Its Historic Role, p. 10] 


This means that many, if not most, anarchists would 
agree with Randolph Bourne's characterisation of the 
state as the politico-military domination of a certain 
geographical territory by a ruling elite (see his 
"Unfinished Fragment on the State," in Untimely 
Papers). On this subject Murray Bookchin writes: 


"Minimally, the State is a professional system of social 
coercion... It is only when coercion is institutionalised 
into a professional, systematic and organised form of 
social control - . . . with the backing of a monopoly of 
violence - that we can properly speak of a State." 
[Remaking Society, p. 66] 


Therefore, we can say that, for anarchists, the state is 
marked by three things: 


1) A "monopoly of violence" in a given territorial 
area; 


2) 2) This violence having a_ "professional," 
institutional nature; and 


3) 3) A hierarchical nature, centralisation of power 
and initiative into the hands of a few. 


Of these three aspects, the last one (its centralised, 
hierarchical nature) is the most important simply because 
the concentration of power into the hands of the few 
ensures a division of society into government and 
governed (which necessitates the creation of a 
professional body to enforce that division). Without such 
a division, we would not need a monopoly of violence 
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and so would simply have an association of equals, 
unmarked by power and hierarchy (such as exists in 
many stateless "primitive" tribes). 


Some types of states, e.g. Communist and social- 
democratic ones, are directly involved not only in 
politico-military domination but also in economic 
domination via state ownership of the means of 
production; whereas in liberal democratic capitalist 
states, such ownership is in the hands of private 
individuals. In liberal democratic states, however, the 
mechanisms of  politico-military domination are 
controlled by and for a corporate elite, and hence the 
large corporations are often considered to belong to a 
wider "state-complex." 


As the state is the delegation of power into the hands of 
the few, it is obviously based on hierarchy. This 
delegation of power results in the elected people 
becoming isolated from the mass of people who elected 
them and outside of their control. In addition, as those 
elected are given power over a host of different issues 
and told to decide upon them, a bureaucracy soon 
develops around them to aid in their decision-making. 
However, this bureaucracy, due to its control of 
information and its permanency, soon has more power 
than the elected officials. This means that those who 
serve the people's (so-called) servant have more power 
than those they serve, just as the politician has more 
power than those who elected him. All forms of state- 
like (i.e. hierarchical) organisations inevitably spawn a 
bureaucracy about them. This bureaucracy soon becomes 
the de facto focal point of power in the structure, 
regardless of the official rules. 


Zot 


This marginalisation and disempowerment of ordinary 
people (and so the empowerment of a bureaucracy) is the 
key reason for anarchist opposition to the state. Such an 
arrangement ensures that the individual is 
disempowered, subject to bureaucratic, authoritarian rule 
which reduces the person to a object or a number, not a 
unique individual with hopes, dreams, thoughts and 
feelings. As Proudhon forcefully argued: 


"To be GOVERNED is to be kept in sight, inspected, 
spied upon, directed, law-driven, numbered, enrolled, 
indoctrinated, preached at, controlled, estimated, 
valued, censured, commanded, by creatures who have 
neither the right, nor the wisdom, nor the virtue to do 
so... To be GOVERNED is to be at every operation, at 
every transaction, noted, registered, enrolled, taxed, 
stamped, measured, numbered, assessed, licensed, 
authorised, admonished, forbidden, reformed, corrected, 
punished. It is, under the pretext of public utility, and in 
the name of the general interest, to be placed under 
contribution, trained, ransomed, exploited, monopolised, 
extorted, squeezed, mystified, robbed; then, at the 
slightest resistance, the first word of complaint, to be 
repressed, fined, despised, harassed, tracked, abused, 
clubbed, disarmed, choked, imprisoned, judged, 
condemned, shot, deported, sacrificed, sold, betrayed; 
and, to crown it all, mocked, ridiculed, outraged, 
dishonoured. That is government; that is its justice; that 
is its morality." [General Idea of the Revolution, p. 
294] 


Anarchists see the state, with its vast scope and control 
of deadly force, as the "ultimate" hierarchical structure, 
suffering from all the negative characteristics associated 
with authority described in the last section. "Any logical 
and_ straightforward theory of the State," argued 
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Bakunin, "is essentially founded upon the principle of 
authority, that is the eminently _ theological, 
metaphysical, and political idea that the masses, always 
incapable of governing themselves, must at all times 
submit to the beneficent yoke of a wisdom and a justice 
imposed upon them, in some way or other, from above." 
[Bakunin on Anarchism, p. 142] Such a system of 
authority cannot help being centralised, hierarchical and 
bureaucratic in nature. And because of its centralised, 
hierarchical, and bureaucratic nature, the state becomes a 
great weight over society, restricting its growth and 
development and making popular control impossible. As 
Bakunin puts it: 


"the so-called general interests of society supposedly 
represented by the State... [are] in reality . . . the 
general and permanent negation of the positive interests 
of the regions, communes, and associations, and a vast 
number of individuals subordinated to the State... [in 
which] all the best aspirations, all the living forces of a 
country, are sanctimoniously immolated and interred." 
[The Political Philosophy of Bakunin, p. 207] 


In the rest of this section we will discuss the state, its 
role, its impact on a society's freedom and who benefits 
from its existence. Kropotkin's classic essay, The State: 


It's Historic Role is recommended for further reading 
on this subject. 


B.2.1 


WHAT IS MAIN FUNCTION OF THE STATE? 
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The main function of the state is to enable the ruling elite 
to exploit lower social strata, i.e. derive an economic 
surplus from them. The state, to use Malatesta's words, is 
basically "the property owners' gendarme" | Anarchy, p. 
19] (compare to the maxim of the Founding Fathers of 
American "democracy" -- "the people who own the 
country ought to govern it" (John Jay)). Those in the 
upper-middle levels of the social pyramid also frequently 
use the state to obtain income without working, as from 
investments, but the elite gain by far the most economic 
advantages, which is why in the US, one percent of the 
population controls over 40 percent of total wealth. It is 
therefore no exaggeration to say that the state is the 
extractive apparatus of society's parasites. 


The state ensures the exploitative privileges of its ruling 
elite by protecting certain economic monopolies from 
which its members derive their wealth (see section 
B.3.2). This service is referred to as "protecting private 
property" and is said to be one of the two main functions 
of the state, the other being to ensure that individuals are 
"secure in their persons." However, although this second 
aim is professed, in reality most state laws and 
institutions are concerned with the protection of property 
(for the anarchist definition of "property" see section 
B.3.1.). 


From this fact we may infer that references to the 
"security of persons," "crime prevention," etc. are mostly 
rationalisations of the state's existence and smokescreens 
for its perpetuation of elite power and _ privileges. 
Moreover, even though the state does take a secondary 
interest in protecting the security of persons (particularly 
elite persons), the vast majority of crimes against persons 
are motivated by poverty and alienation due to state- 
supported exploitation and also by the desensitisation to 
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violence created by the state's own violent methods of 
protecting private property. 


Hence, anarchists maintain that without the state and the 
crime-engendering conditions to which it gives rise, it 
would be possible for decentralised, voluntary 
community associations to deal compassionately (not 
punitively) with the few incorrigibly violent people who 
might remain (see section 1.5.8). 


It is clear that the state represents the essential coercive 
mechanisms by which capitalism and the authority 
relations associated with private property are sustained. 
The protection of property is fundamentally the means of 
assuring the social domination of owners over non- 
owners, both in society as a whole and in the particular 
case of a specific boss over a specific group of workers. 
Class domination is the authority of property owners 
over those who use that property and it is the primary 
function of the state to uphold that domination (and the 
social relationships that generate it). In Kropotkin's 
words, “the rich perfectly well know that if the 
machinery of the State ceased to protect them, their 
power over the labouring classes would be gone 
immediately." [Evolution and Environment, p. 98] 


In other words, protecting private property and 
upholding class domination are the same thing. Yet this 
primary function of the state is disguised by the 
"democratic" facade of the representative electoral 
system, through which it is made to appear that the 
people rule themselves. Thus Bakunin writes that the 
modern state "unites in itself the two conditions 
necessary for the prosperity of the capitalistic economy: 
State centralisation and the actual subjection of . . . the 
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people ... to the minority allegedly representing it but 
actually governing it." [Op. Cit., p. 210] 


The historian Charles Beard makes a similar point: 


"Inasmuch as the primary object of a government, 
beyond mere repression of physical violence, is the 
making of the rules which determine the property 
relations of members of society, the dominant classes 
whose rights are thus to be protected must perforce 
obtain from the government such rules as are consonant 
with the larger interests necessary to the continuance of 
their economic processes, or they must themselves 
control the organs of government" [An Economic 
Interpretation of the Constitution, quoted by Howard 
Zinn, Op. Cit., p. 89]. 


This role of the state -- to protect capitalism and the 
property, power and authority of the property owner -- 
was also noticed by Adam Smith: 


[T]he inequality of fortune . . . introduces among men a 
degree of authority and subordination which could not 
possibly exist before. It thereby introduces some degree 
of that civil government which is _ indispensably 
necessary for its own preservation . .. [and] to maintain 
and secure that authority and subordination. The rich, in 
particular, are necessarily interested to support that 
order of things which can alone secure them in the 
possession of their own advantages. Men of inferior 
wealth combine to defend those of superior wealth in the 
possession of their property, in order that men of 
superior wealth may combine to defend them in the 
possession of theirs... [T]he maintenance of their lesser 
authority depends upon that of his greater authority, and 
that upon their subordination to him depends his power 
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of keeping their inferiors in subordination to them. They 
constitute a sort of little nobility, who feel themselves 
interested to defend the property and to support the 
authority of their own little sovereign in order that he 
may be able to defend their property and to support their 
authority. Civil government, so far as it is instituted for 
the security of property, is in reality instituted for the 
defence of the rich against the poor, or of those who 
have some property against those who have none at all." 
[Adam Smith, The Wealth of Nations, book 5] 


In a nutshell, the state is the means by which the ruling 
class rules. Hence Bakunin: 


"the State is the organised authority, domination and 
power of the possessing classes over the masses." 
[quoted by David Deleon, Reinventing Anarchy, p. 71] 


However, while recognising that the state protects the 
power and position of the economically dominant class 
within a society anarchists also argue that the state has, 
due to its hierarchical nature, interests of its own. Thus it 
cannot be considered as simply the tool of the 
economically dominant class in society. States have their 
own dynamics, due to their structure, which generate 
their own classes and class interests and privileges (and 
which allows them to escape from the control of the 
economic ruling class and pursue their own interests, to a 
greater or lesser degree). As Malatesta put it "the 
government, though springing from the bourgeoisie and 
its servant and protector, tends, as with every servant 
and every protector, to achieve its own emancipation 
and to dominate whoever it protects." [Anarchy, p. 22] 


This means that the state machine (and structure), while 
its modern form is intrinsically linked to capitalism, 
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cannot be seen as being a tool usable by the majority. 
This is because the "State, any State -- even when it 
dresses-up in the most liberal and democratic form -- is 
essentially based on domination, and upon violence, that 
is upon despotism -- a concealed but no less dangerous 
despotism." The State "denotes force, authority, 
predominance; it presupposes inequality in fact." [The 
Political Philosophy of Michael Bakunin, p. 211 and p. 
223] 


This is due to its hierarchical and centralised nature, 
which empowers the few who control the state machine - 
- "[e]very state power, every government, by its nature 
places itself outside and over the people and inevitably 
subordinates them to an organisation and to aims which 
are foreign to and opposed to the real needs and 
aspirations of the people." [Bakunin on Anarchism, p. 
328] If "the whole proletariat... [are] members of the 
government .. . there will be no government, no state, 
but, if there is to be a state there will be those who are 
ruled and those who are slaves." [Op. Cit., p. 330] 


In other words, the state bureaucracy is itself directly an 
oppressor and can exist independently of an 
economically dominant class. In Bakunin's prophetic 
words: 


"What have we seen throughout history? The State has 
always been the patrimony of some privileged class: the 
sacerdotal class, the nobility, the bourgeoisie -- and 
finally, when all other classes have exhausted 
themselves, the class of the bureaucracy enters the stage 
and then the State falls, or rises, if you please, to the 
position of a machine." [The Political Philosophy of 
Michael Bakunin, p. 208] 
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The experience of Soviet Russian indicates the validity 
of his analysis (the working class was exploited and 
dominated by the state bureaucracy rather than by an 
economic class). 


Thus the role of the state is to repress the individual and 
the working class as a whole in the interests of the 
capitalist class and in its own interests. This means that 
"the State organisation . . . [is] the force to which 
minorities resorted for establishing and organising their 
power over the masses." Little wonder, then, that 
Kropotkin argued that "/iJn the struggle between the 
individual and the State, anarchism . . . takes the side of 
the individual as against the State, of society against the 
authority which oppresses it." While the state is a 
"superstructure in the interests of capitalism," it is a 
"power which was created for the purpose of welding 
together the interests of the landlord, the judge, the 
warrior, and the priest" and, we must add, cannot be 
considered purely as being a _ tool for the 
capitalist/landlord class. The state structure ("the judge, 
the warrior" etc.) has interests of its own. [Kropotkin's 
Revolutionary Pamphlets, p. 170 and pp. 192-3] 


B.2.2 
DOES THE STATE HAVE SUBSIDIARY FUNCTIONS? 


Besides its primary function of protecting private 
property, the state operates in other ways as an economic 
instrument of the ruling class. 


First, the state intervenes in the modern economy to 
solve problems that arise in the course of capitalist 
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development. These interventions have taken different 
forms in different times and include state funding for 
industry (e.g. military spending); the creation of social 
infrastructure too expensive for private capital to provide 
(railways, motorways); tariffs to protect developing 
industries from more efficient international competition 
(the key to successful industrialisation as it allows 
capitalists to rip-off consumers, making them rich and 
increasing funds available for investment); imperialist 
ventures to create colonies (or protect citizen's capital 
invested abroad) in order to create markets or get access 
to raw materials and cheap labour; government spending 
to stimulate consumer demand in the face of 
underconsumption and_ stagnation; maintaining a 
"natural" level of unemployment that can be used to 
discipline the working class, so ensuring they produce 
more, for less; manipulating the interest rate in order to 
try and reduce the effects of the business cycle and 
undermine workers' gains in the class struggle. 


Second, because of the inordinate political power 
deriving from wealth (see next section), capitalists use 
the state directly to benefit their class, as from subsidies, 
tax breaks, government contracts, protective tariffs, 
bailouts of corporations judged by state bureaucrats as 
too important to let fail, and so on. 


And third, the state may be used to grant concessions to 
the working class in cases where not doing so would 
threaten the integrity of the system as a whole. 


Hence David Deleon: 


"Above all, the state remains an institution for the 
continuance of dominant socioeconomic _ relations, 
whether through such agencies as the military, the 
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courts, politics or the police . . . Contemporary states 
have acquired . . . less primitive means to reinforce their 
property systems [than state violence -- which is always 
the means of last, often first, resort]. States can regulate, 
moderate or resolve tensions in the economy by 
preventing the bankruptcies of key corporations, 
manipulating the economy through interest rates, 
supporting hierarchical ideology through tax benefits for 
churches and schools, and other tactics. In essence, it is 
not a neutral institution; it is powerfully for the status 
quo. The capitalist state, for example, is virtually a 
gyroscope centred in capital, balancing the system. If 
one sector of the economy earns a level of profit, let us 
say, that harms the rest of the system -- such as oil 
producers' causing public resentment and increased 
manufacturing costs -- the state may redistribute some of 
that profit through taxation, or offer encouragement to 
competitors." [Reinventing Anarchy, pp. 71-72] 


The example of state legislation to set the length of the 
working day is an example of both the first and third 
functions enumerated above. In the early period of 
capitalist development, a shortage of labour power led to 
the state's ignoring the lengthening working day, thus 
allowing capitalists to appropriate more surplus value 
from workers and increase the rate of profit without 
interference. Later, however, after workers began to 
organise, reducing the length of the working day became 
a key demand around which revolutionary socialist 
fervour was developing. Hence, in order to defuse this 
threat (and socialist revolution is the worst-case scenario 
for the capitalist), the state passed legislation to reduce 
the length of the working day (which, once workers' 
struggle calmed down, were happily ignored and became 
"dead laws"). Initially, the state was functioning purely 
as the protector of the capitalist class, using its powers to 
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solve problems that arise in the course of capitalist 
development (namely repressing the labour movement to 
allow the capitalists to do as they liked). In the second it 
was granting concessions to the working class to 
eliminate a threat to the integrity of the system as a 
whole. 


It should be noted that none of these three subsidiary 
functions implies that capitalism can be changed through 
a series of piecemeal reforms into a benevolent system 
that primarily serves working class interests. To the 
contrary, these functions grow out of, and supplement, 
the basic role of the state as the protector of capitalist 
property and the social relations they generate -- i.e. the 
foundation of the capitalist's ability to exploit. Therefore 
reforms may modify the functioning of capitalism but 
they can never threaten its basis. As Malatesta argued: 


"The basic function of government . . . is always that of 
oppressing and exploiting the masses, of defending the 
oppressors and the exploiters .. . It is true that to these 
basic functions . . . other functions have been added in 
the course of history .. . hardly ever has a government 
existed . . . which did not combine with its oppressive 
and plundering activities others which were useful . . . to 
social life. But this does not detract from the fact that 
government is by nature oppressive ... and that it is in 
origin and by its attitude, inevitably inclined to defend 
and strengthen the dominant class; indeed it confirms 
and aggravates the position... [I]t is enough to 
understand how and why it carries out these functions to 
find the practical evidence that whatever governments do 
is always motivated by the desire to dominate, and is 
always geared to defending, extending and perpetuating 
its privileges and those of the class of which it is both the 
representative and defender. 
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"A government cannot maintain itself for long without 
hiding its true nature behind a pretence of general 
usefulness; it cannot impose respect for the lives of the 
privileged if it does not appear to demand respect for all 
human life; it cannot impose acceptance of the privileges 
of the few if it does not pretend to be the guardian of the 
rights of all." [Op. Cit., pp. 20-1] 


Ultimately, what the state concedes, it can also take back 
(as was the case of the laws limiting the working day). 
Thus the rise and fall of the welfare state -- granted to 
stop more revolutionary change (see section D.1.3), it 
did not fundamentally challenge the existence of wage 
labour and was useful as a means of regulating 
capitalism but was "reformed" (i.e. made worse, rather 
than better) when its existence conflicted with the needs 
of the capitalist economy. 


In other words, the state acts to protect the long-term 
interests of the capitalist class as a whole (and ensure its 
own survival) by protecting the system. This role can 
and does clash with the interests of particular capitalists 
or even whole sections of the ruling class (see next 
section). But this conflict does not change the role of the 
state as the property owners' policeman. Indeed, the state 
can be considered as a means for settling (in a peaceful 
and apparently independent manner) upper-class disputes 
over what to do to keep the system going. 


B.2.3 


HOW DOES THE RULING CLASS MAINTAIN CONTROL OF THE 
STATE? 
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For simplicity, let's just consider the capitalist state, 
whose main purpose is to protect the exploitative 
monopolies described below. Because their economic 
monopolies are protected by the state, the elites whose 
incomes are derived from them -- namely, finance 
capitalists, industrial capitalists, and landlords -- are able 
to accumulate vast wealth from those whom they exploit. 
This stratifies society into a hierarchy of economic 
classes, with a huge disparity of wealth between the 
small property-owning elite at the top and the non- 
property-owning majority at the bottom. 


Then, because it takes enormous wealth to win elections 
and lobby or bribe legislators, the propertied elite are 
able to control the political process -- and hence the state 
-- through the "power of the purse." For example, it costs 
well over $20 million to run for President of the USA. In 
other words, elite control of politics through huge wealth 
disparities insures the continuation of such disparities 
and thus the continuation of elite control. In this way the 
crucial political decisions of those at the top are insulated 
from significant influence by those at the bottom. 


Moreover, the ability of capital to disinvest (capital 
flight) and otherwise adversely impact the economy is a 
powerful weapon to keep the state as its servant. As 
Noam Chomsky notes: 


"In capitalist democracy, the interests that must be 
satisfied are those of capitalists; otherwise, there is no 
investment, no production, no work, no resources to be 
devoted, however marginally, to the needs of the general 
population" [Turning the Tide, p. 233] 
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Hence, even allegedly "democratic" capitalist states are 
in effect dictatorships of the propertariat. Errico 
Malatesta put it this way: 


"Even with universal suffrage - we could well say even 
more so with universal suffrage - the government 
remained the bourgeoisie's servant and gendarme. For 
were it to be otherwise with the government hinting that 
it might take up a hostile attitude, or that democracy 
could ever be anything but a pretence to deceive the 
people, the bourgeoisie, feeling its interests threatened, 
would by quick to react, and would use all the influence 
and force at its disposal, by reason of its wealth, to 
recall the government to its proper place as the 
bourgeoisie's gendarme." [Anarchy, p. 20] 


The existence of a state bureaucracy is a key feature in 
ensuring that the state remains the ruling class's 
"policeman" and will be discussed in greater detail in 
section J.2.2 (Why do anarchists reject voting as a means 
for change?). As far as economic forces go, we see their 
power implied when the news report that changes in 
government, policies and law have been "welcomed by 
the markets." As the richest 1% of households in 
America (about 2 million adults) owned 35% of the 
stock owned by individuals in 1992 - with the top 10% 
owning over 81% - we can see that the "opinion" of the 
markets actually means the power of the richest 1-5% of 
a countries population (and their finance experts), power 
derived from their control over investment and 
production. Given that the bottom 90% of the US 
population has a smaller share (23%) of all kinds of 
investable capital that the richest 1/2% (who own 29%), 
with stock ownership being even more concentrated (the 
top 5% holding 95% of all shares), its obvious why Doug 
Henwood (author of Wall Street) argues that stock 
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markets are "a way for the very rich as a class to own an 
economy's productive capital stock as a whole," are a 
source of "political power" and a way to have influence 
over government policy (see section D.2). [Wall Street: 


Class Racket] 


Of course, this does not mean that the state and the 
capitalist class always see "eye to eye." Top politicians, 
for example, are part of the ruling elite, but they are in 
competition with other parts of it. In addition, different 
sectors of the capitalist class are competing against each 
other for profits, political influence, privileges, etc. The 
bourgeoisie, argued Malatesta, “are always at war 
among themselves... and... the government, though 
springing from the bourgeoisie and its protector, tends. . 
. to dominate whoever it protects. Thus the games of the 
swings, the manoeuvres, the concessions and 
withdrawals, the attempts to find allies among the people 
against the conservatives, and among the conservatives 
against the people." [Op. Cit., p. 22] As such, the state 
is often in conflict with sections of the capitalist class, 
just as sections of that class use the state to advance their 
own interests within the general framework of protecting 
the capitalist system (i.e. the interests of the ruling class 
as a class). Such conflicts sometimes give the 
impression of the state being a "neutral" body, but this is 
an illusion -- it exists to defend class power and 
privilege, and to resolve disputes within that class 
peacefully via the "democratic" process (within which 
we get the chance of picking the representatives of the 
elite who will oppress us least). 


Nevertheless, without the tax money from successful 
businesses, the state would be weakened. Hence the role 
of the state is to ensure the best conditions for capital as 
a whole, which means that, when necessary, it can and 
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does work against the interests of certain parts of the 
capitalist class. This is what can give the state the 
appearance of independence and can fool people into 
thinking that it represents the interests of society as a 
whole. (For more on the ruling elite and its relation to 
the state, see C. Wright Mills, The Power Elite [Oxford, 
1956]; cf. Ralph Miliband, The State in Capitalist 
Society [Basic Books, 1969] and Divided Societies 
[Oxford, 1989]; G. William Domhoff, Who Rules 
America? [Prentice Hall, 1967]; Who Rules America 
Now? A View for the '80s [Touchstone, 1983] and 
Toxic Sludge is Good For You! Lies, Damn Lies and 
the Public Relations Industry by John Stauber and 
Sheldon Rampton [Common Courage Press, 1995]). 


B.2.4 


HOW DOES STATE CENTRALISATION AFFECT FREEDOM? 


It's a common but false idea that voting every four or so 
years to elect the public face of a highly centralised and 
bureaucratic machine means that ordinary people control 
the state. Obviously, to say that this idea is false does not 
imply that there is no difference between a liberal 
republic and a fascistic or monarchical state. Far from it. 


The vote is an important victory wrested from the 
powers that be. It is one small step on the road to 
libertarian socialism. Nevertheless, all forms of 
hierarchy, even those in which the top officers are 
elected are marked by authoritarianism and centralism. 
Power is concentrated in the centre (or at the "top"), 
which means that society becomes "a heap of dust 
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animated from without by a_ subordinating, centralist 
idea." [P.J. Proudhon, quoted by Martin Buber, Paths in 
Utopia, p. 29] For, once elected, top officers can do as 
they please, and in all political bureaucracies, many 
important decisions are made by non-elected staff. 


The nature of centralisation places power into the hands 
of the few. Representative democracy is based on this 
delegation of power, with voters electing others to 
govern them. This cannot help but create a situation in 
which freedom is endangered -- universal suffrage "does 
not prevent the formation of a body of politicians, 
privileged in fact though not in law, who, devoting 
themselves exclusively to the administration of the 
nation's public affairs, end by becoming a sort of 
political aristocracy or oligarchy." [Bakunin, The 
Political Philosophy of Bakunin, p. 240] 


Centralism makes democracy meaningless, as political 
decision-making is given over to professional politicians 
in remote capitals. Lacking local autonomy, people are 
isolated from each other (atomised) by having no 
political forum where they can come together to discuss, 
debate, and decide among themselves the issues they 
consider important. Elections are not based on natural, 
decentralised groupings and thus cease to be relevant. 
The individual is just another "voter" in the mass, a 
political "constituent" and nothing more. The amorphous 
basis of modern, statist elections “aims at nothing less 
than to abolish political life in towns, communes and 
departments, and through this destruction of all 
municipal and regional autonomy to arrest the 
development of universal suffrage" [Proudhon, Ibid.] 
Thus people are disempowered by the very structures 
that claim to allow them to express themselves. To quote 
Proudhon again, in the centralised state "the citizen 
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divests himself of sovereignty, the town and _ the 
Department and province above it, absorbed by central 
authority, are no longer anything but agencies under 
direct ministerial control." He continues: 


"The Consequences soon make themselves felt: the 
citizen and the town are deprived of all dignity, the 
state's depredations multiply, and the burden on the 
taxpayer increases in proportion. It is no longer the 
government that is made for the people; it is the people 
who are made for the government. Power invades 
everything, dominates everything, absorbs everything. . 
." [The Principle of Federation, p. 59] 


As intended, isolated people are no threat to the powers 
that be. This process of marginalisation can be seen from 
American history, for example, when town meetings 
were replaced by elected bodies, with the citizens being 
placed in passive, spectator roles as mere "voters" (see 


section B.5 "Is capitalism empowering and based _on 
human action?"). Being an atomised voter is hardly an 


ideal notion of "freedom," despite the rhetoric of 
politicians about the virtues of a "free society" and "The 
Free World" -- as if voting once every four or five years 
could ever be classed as "liberty" or even "democracy." 


In this way, social concern and power are taken away 
from ordinary citizens and centralised in the hands of the 
few. Marginalisation of the people is the key control 
mechanism in the state and authoritarian organisations in 
general. Considering the European Community (EC), for 
example, we find that the "mechanism for decision- 
making between EC states leaves power in the hands of 
officials (from Interior ministries, police, immigration, 
customs and security services) through a myriad of 
working groups. Senior officials . . . play a critical role 


219 


in ensuring agreements between the different state 
Officials. The EC Summit meetings, comprising the 12 
Prime Ministers, simply rubber-stamp the conclusions 
agreed by the Interior and Justice Ministers. It is only 
then, in this intergovernmental process, that parliaments 
and people are informed (and them only with the barest 
details)." [Tony Bunyon, Statewatching the New 
Europe, p. 39] 


As well as economic pressures from elites, governments 
also face pressures within the state itself due to the 
bureaucracy that comes with centralism. There is a 
difference between the state and government. The state is 
the permanent collection of institutions that have 
entrenched power structures and _ interests. The 
government is made up of various politicians. It's the 
institutions that have power in the state due to their 
permanence, not the representatives who come and go. 
As Clive Ponting (an ex-civil servant himself) indicates, 
"the function of a political system in any country... is to 
regulate, but not to alter radically, the existing economic 
structure and its linked power relationships. The great 
illusion of politics is that politicians have the ability to 
make whatever changes they like . . ." [quoted in 
Alternatives, no.5, p. 19]. 


Therefore, as well as marginalising the people, the state 
also ends up marginalising "our" representatives. As 
power rests not in the elected bodies, but in a 
bureaucracy, popular control becomes increasingly 
meaningless. As Bakunin pointed out, "liberty can be 
valid only when . . . [popular] control [of the state] is 
valid. On the contrary, where such control is fictitious, 
this freedom of the people likewise becomes a mere 
fiction" [The Political Philosophy of Bakunin, p. 212]. 
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This means that state centralism can become a serious 
source of danger to the liberty and well-being of most of 
the people under it. However, some people do benefit 
from state centralisation, namely those with power who 
desire to be "left alone" to use it: that is, the two sections 
of the ruling elite, bureaucrats of capital and state (as 
will be discussed further in the next section). 


B.2.5 
WHO BENEFITS FROM CENTRALISATION? 


No social system would exist unless it benefited 
someone or some group. Centralisation, be it in the state 
or the company, is no different. In all cases, 
centralisation directly benefits those at the top, because it 
shelters them from those who are below, allowing the 
latter to be controlled and governed more effectively. 
Therefore, it is in the direct interests of bureaucrats and 
politicians to support centralism. 


Under capitalism, however, various sections of the 
business class also support state centralism. This is the 
symbiotic relationship between capital and the state. As 
will be discussed later, (in section F.8) the state played 
an important role in "nationalising" the market, ie. 
forcing the "free market" onto society. By centralising 
power in the hands of representatives and so creating a 
state bureaucracy, ordinary people were disempowered 
and thus became less likely to interfere with the interests 
of the wealthy. "Jn a republic," writes Bakunin, "the so- 
called people, the legal people, allegedly represented by 
the State, stifle and will keep on stifling the actual and 
living people" by "the bureaucratic world" for "the 
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greater benefit of the privileged propertied classes as 
well as for its own benefit" [Op. Cit., p. 211]. 


Examples of increased political centralisation being 
promoted by wealthy business interests by can be seen 
throughout the history of capitalism. "Jn revolutionary 
America, ‘the nature of city government came in for 
heated discussion,’ observes Merril Jensen . . . Town 
meetings . . .' had been a focal point of revolutionary 
activity’. The anti-democratic reaction that set in after 
the American revolution was marked by efforts to do 
away with town meeting government . . . Attempts by 
conservative elements were made to establish a 
‘corporate form (of municipal government) whereby the 
towns would be governed by mayors and councils' 
elected from urban wards . . .[T]he merchants ‘backed 
incorporation consistently in their efforts to escape town 
meetings’ . . ." [Murray Bookchin, Towards an 
Ecological Society, p. 182] 


Here we see local policy making being taken out of the 
hands of the many and centralised in the hands of the 
few (who are always the wealthy). France provides 
another example: 


"The Government found . . . the folkmotes [of all 
households] 'too noisy’, too disobedient, and in 1787, 
elected councils, composed of a mayor and three to six 
syndics, chosen among the wealthier peasants, were 
introduced instead" [Peter Kropotkin, Mutual Aid, pp. 
185-186]. 


This was part of a general movement to disempower the 
working class by centralising decision making power 
into the hands of the few (as in the American revolution). 
Kropotkin indicates the process at work: 
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"[T]he middle classes, who had until then had sought the 
support of the people, in order to obtain constitutional 
laws and to dominate the higher nobility, were going, 
now that they had seen and felt the strength of the 
people, to do all they could to dominate the people, to 
disarm them and to drive them back into subjection. 


Legal 


'[T]hey made haste to legislate in such a way that the 
political power which was slipping out of the hand of the 
Court should not fall into the hands of the people. Thus . 
. . [it was] proposed .. . to divide the French into two 
classes, of which one only, the active citizens, should 
take part in the government, whilst the other, comprising 
the great mass of the people under the name of passive 
citizens, should be deprived of all political rights . . . 
[T]he [National] Assembly divided France into 
departments . . . always maintaining the principle of 
excluding the poorer classes from the Government. . . 
[T]hey excluded from the primary assemblies the mass of 
the people . . . who could no longer take part in the 
primary assemblies, and accordingly had no right to 
nominate the electors [who chose representatives to the 
National Assembly], or the municipality, or any of the 
local authorities . . . 


"And finally, the permanence of the electoral assemblies 
was interdicted. Once the middle-class governors were 
appointed, these assemblies were not to meet again. 
Once the middle-class governors were appointed, they 
must not be controlled too strictly. Soon the right even of 
petitioning and of passing resolutions was taken away -- 
‘Vote and hold your tongue!’ "As to the villages . . . the 
general assembly of the inhabitants . . . [to which] 
belonged the administration of the affairs of the 
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commune ... were forbidden by the .. . law. Henceforth 
only the well-to-do peasants, the active citizens, had the 
right to meet, once a year, to nominate the mayor and 
the municipality, composed of three or four middle-class 
men of the village. 


"A similar municipal organisation was given to the 
towns. . . 


"[Thus] the middle classes surrounded themselves with 
every precaution in order to keep the municipal power in 
the hands of the well-to-do members of the community." 
[The Great French Revolution, vol. 1, pp. 179-186] 


Thus centralisation aimed to take power away from the 
mass of the people and give it to the wealthy. The power 
of the people rested in popular assemblies, such as the 
"Sections'' and "Districts'’ of Paris (expressing, in 
Kropotkin's words, "the principles of anarchism" and 
"practising . . . Direct Self-Government" [Op. Cit., p. 
204 and p. 203]) and village assemblies. However, the 
National Assembly "tried all it could to lessen the power 
of the districts... [and] put an end to those hotbeds of 
Revolution .. . [by allowing] active citizens only . . . to 
take part in the electoral and administrative assemblies." 
[Op. Cit., p. 211] Thus the "central government was 
steadily endeavouring to subject the sections to its 
authority" with the state “seeking to centralise 


everything in its own hands . . . [I]ts depriving the 
popular organisations . . . all . . . administrative 
functions . . . its subjecting them to its bureaucracy in 


police matters, meant the death of the sections." [Op. 
Cit., vol. 2, p. 549 and p. 552] 


As can be seen, in both the French and American 
revolutions saw a similar process by which the wealthy 
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centralised power into their own hands. This ensured that 
working class people (i.e. the majority) were excluded 
from the decision making process and subject to the laws 
and power of others. Which, of course, benefits the 
minority class whose representatives have that power. 
(Volume one of Murray Bookchin's The Third 
Revolution discusses the French and American 
revolutions in some detail). 


On the federal and state levels in the US after the 
Revolution, centralisation of power was encouraged, 
since "most of the makers of the Constitution had some 
direct economic interest in establishing a strong federal 
government... there was... a positive need for strong 
central government to protect the large economic 
interests." [Howard Zinn, A People's History of the 
United States, p. 90] In particular, state centralisation 
was essential to mould US society into one dominated by 
capitalism: 


"In the thirty years leading up to the Civil War, the law 
was increasingly interpreted in the courts to suit 
capitalist development. Studying this, Morton Horwitz 
(The Transformation of American Law) points out that 
the English common-law was no longer holy when it 
stood in the way of business growth . . . Judgements for 
damages against businessmen were taken out of the 
hands of juries, which were unpredictable, and given to 
judges . . . The ancient idea of a fair price for goods 
gave way in the courts to the idea of caveat emptor (let 
the buyer beware) . . . contract law was intended to 
discriminate against working people and for business .. . 
The pretence of the law was that a worker and a railroad 
made a contract with equal bargaining power. . . 'The 
circle was completed; the law had come simply to ratify 
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those forms of inequality that the market system had 
produced."" [Op. Cit., p. 234] 


The US state was created on elitist liberal doctrine and 
actively aimed to reduce democratic tendencies (in the 
name of "individual liberty"). What happened in practice 
(unsurprisingly enough) was that the wealthy elite used 
the state to undermine popular culture and common right 
in favour of protecting and extending their own interests 
and power. In the process, US society was reformed in 
their own image: 


"By the middle of the nineteenth century the legal system 
had been reshaped to the advantage of men of commerce 
and industry at the expense of farmers, workers, 
consumers, and other less powerful groups in society... 
it actively promoted a legal distribution of wealth 
against the weakest groups in society." [Horwitz, quoted 
by Zinn, Op. Cit., p. 235] 


In more modern times, state centralisation and expansion 
has gone hand in glove with rapid industrialisation and 
the growth of business. As Edward Herman points out, 
"[t]o a great extent, it was the growth in business size 
and power that elicited the countervailing emergence of 
unions and the growth of government. Bigness beyond 
business was to a large extent a response to bigness in 
business." [Corporate Control, Corporate Power, p. 
188 -- see also, Stephen Skowronek, Building A New 
American State: The Expansion of National 
Administrative Capacities, 1877-1920] State 
centralisation was required to produce bigger, well- 
defined markets and was supported by business when it 
acted in their interests (i.e. as markets expanded, so did 
the state in order to standardise and enforce property 
laws and so on). On the other hand, this development 
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towards "big government" created an environment in 
which big business could grow (often encouraged by the 
state by subsidies and protectionism - as would be 
expected when the state is run by the wealthy) as well as 
further removing state power from influence by the 
masses and placing it more firmly in the hands of the 
wealthy. It is littke wonder we see such developments, 
for "[s]tructures of governance tend to coalesce around 
domestic power, in the last few centuries, economic 
power." [Noam Chomsky, World Orders, Old and 
New, p. 178] 


State centralisation makes it easier for business to 
control government, ensuring that it remains their puppet 
and to influence the political process. For example, the 
European Round Table (ERT) “an elite lobby group of. . 
.chairmen or chief executives of large multi-nationals 
based mainly in the EU... [with] 11 of the 20 largest 
European companies [with] combined sales [in 1991] . . 
. exceeding $500 billion, . . . approximately 60 per cent 
of EU industrial production," makes much use of the 
EU. As two researchers who have studied this body note, 
the ERT "is adept at lobbying . . . so that many ERT 
proposals and 'visions' are mysteriously regurgitated in 
Commission summit documents." The ERT "claims that 
the labour market should be more ‘flexible,’ arguing for 
more flexible hours, seasonal contracts, job sharing and 
part time work. In December 1993, seven years after the 
ERT made its suggestions [and after most states had 
agreed to the Maastricht Treaty and its "social 
chapter"], the European Commission published a white 
paper... [proposing] making labour markets in Europe 
more flexible." [Doherty and Hoedeman, "Knights of the 
Road," New Statesman, 4/11/94, p. 27] 
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The current talk of globalisation, NAFTA, and the Single 
European Market indicates an underlying transformation 
in which state growth follows the path cut by economic 
growth. Simply put, with the growth of transnational 
corporations and global finance markets, the bounds of 
the nation-state have been made economically redundant. 
As companies have expanded into multi-nationals, so the 
pressure has mounted for states to follow suit and 
rationalise their markets across "nations" by creating 
multi-state agreements and unions. 


As Noam Chomsky notes, G7, the IMF, the World Bank 
and so forth are a "de facto world government," and "the 
institutions of the transnational state largely serve other 
masters [than the people], as state power typically does; 
in this case the rising transnational corporations in the 
domains of finance and other services, manufacturing, 
media and communications." [Op. Cit., p. 179] 


As multi-nationals grow and develop, breaking through 
national boundaries, a corresponding growth in statism is 
required. Moreover, a "particularly valuable feature of 
the rising de facto governing institutions is their 
immunity from popular influence, even awareness. They 
operate in secret, creating a world subordinated to the 
needs of investors, with the public ‘put in its place’, the 
threat of democracy reduced." [Chomsky, Op. Cit., p. 
178] 


This does not mean that capitalists desire state 
centralisation for everything. Often, particularly for 
social issues, relative decentralisation is often preferred 
(i.e. power is given to local bureaucrats) in order to 
increase business control over them. By devolving 
control to local areas, the power which large 
corporations, investment firms and the like have over the 
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local government increases proportionally. In addition, 
even middle-sized enterprise can join in and influence, 
constrain or directly control local policies and set one 
workforce against another. Private power can ensure that 
"freedom" is safe, their freedom. 


No matter which set of bureaucrats are selected, the need 
to centralise social power, thus marginalising the 
population, is of prime importance to the business class. 
It is also important to remember that capitalist opposition 
to "big government" is often financial, as the state feeds 
off the available social surplus, so reducing the amount 
left for the market to distribute to the various capitals in 
competition. 


In reality, what capitalists object to about "big 
government" is its spending on social programs designed 
to benefit the poor and working class, an "illegitimate" 
function which "wastes" part of the surplus that might go 
to capital (and also makes people less desperate and so 
less willing to work cheaply). Hence the constant push to 
reduce the state to its "classical" role as protector of 
private property and the system, and little else. Other 
than their specious quarrel with the welfare state, 
capitalists are the staunchest supports of government 
(and the "correct" form of state intervention, such as 
defence spending), as evidenced by the fact that funds 
can always be found to build more prisons and send 
troops abroad to advance ruling-class interests, even as 
politicians are crying that there is "no money" in the 
treasury for scholarships, national health care, or welfare 
for the poor. 
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B.3 
WHY ARE ANARCHISTS AGAINST PRIVATE 
PROPERTY? 





Capitalism is one of the two things all anarchists oppose. 
Capitalism is marked by two main features, "private 
property" (or in some cases, state-owned property) and 
wage labour. The latter, however, is dependent on the 
former, i.e. for wage labour to exist, workers must not 
own or control the means of production they use. In turn, 
private (or state) ownership of the means of production is 
only possible if there is a state, meaning mechanisms of 
organised coercion at the disposal of the propertied class 
(see section B.2). 


Anarchists oppose private property (i.e. capitalism) 
because it is a source of coercive, hierarchical authority 
and elite privilege ("Property . . . violates equality by the 
rights of exclusion and increase, and freedom by 
despotism. . . [and has] perfect identity with robbery," to 
use Proudhon's words - What is Property, p. 251). And 
so private property (capitalism) necessarily excludes 
participation, influence, and control by those who use, 
but do not own, the means of life. 


Therefore, for all true anarchists, property is opposed as 
a source of authority, indeed despotism. To quote 
Proudhon on this subject: 


"The proprietor, the robber, the hero, the sovereign - for 
all these titles are synonymous - imposes his will as law, 
and suffers neither contradiction nor control; that is, he 
pretends to be the legislative and the executive power at 
once. .. [and so] property engenders despotism. . . That 
is so clearly the essence of property that, to be convinced 
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of it, one need but remember what it is, and observe what 
happens around him. Property is the right to use and 
abuse .. . if goods are property, why should not the 
proprietors be kings, and despotic kings -- kings in 
proportion to their facultes bonitaires? And if each 
proprietor is sovereign lord within the sphere of his 
property, absolute king throughout his own domain, how 
could a government of proprietors be any thing but 
chaos and confusion?" (Op. Cit., pp. 266-7] 


In other words, private property is the state writ small, 
with the property owner acting as the "sovereign lord" 
over their property, and so the absolute king of those 
who use it. As in any monarchy, the worker is the subject 
of the capitalist, having to follow their orders, laws and 
decisions while on their property. This, obviously, is the 
total denial of liberty (and dignity, we may note, as it is 
degrading to have to follow orders). Little wonder, then, 
that anarchists oppose private property as Anarchy is 
"the absence of a master, of a sovereign" [Op. Cit., p. 
264] and call capitalism for what it is, namely wage 
slavery! 


Also, it ought to be easy to see that capitalism, by giving 
rise to an ideologically inalienable "right" to private 
property, will also quickly give rise to inequalities in the 
distribution of external resources, and that this inequality 
in resource distribution will give rise to a further 
inequality in the relative bargaining positions of the 
propertied and the property less. While apologists for 
capitalism usually attempt to justify private property by 
claiming that "self-ownership" is a "universal right" (see 


section B.4.2 - "Is capitalism based on self-ownership?), 
it is clear that capitalism actually makes universal self- 


ownership, in it's true sense, impossible. For the real 
principle of self-ownership implies that people are not 
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used in various ways against their will. The capitalist 
system, however, has undermined this principle, and 
ironically, has used the term "self-ownership" as the 
"logical" basis for doing so. Under capitalism, as will be 
seen in section B.4, most people are usually left in a 
situation where their best option is to allow themselves 
to be used in just those ways that are logically 
incompatible with genuine self-ownership. 


For these reasons, anarchists agree with Rousseau when 
he states: 


"The first man who, having fenced off a plot of land, 
thought of saying, 'This is mine' and found people simple 
enough to believe him was the real founder of civil 
society. How many crimes, wars, murders, how many 
miseries and horrors might the human race had been 
spared by the one who, upon pulling up the stakes or 
filling in the ditch, had shouted to his fellow men: 
‘Beware of listening to this impostor; you are lost if you 
forget the fruits of the earth belong to all and that the 
earth belongs to no one." ["Discourse on Inequality," 
The Social Contract and Discourses, p. 84] 


Only libertarian socialism can continue to affirm self- 
ownership whilst building the conditions that guarantee 
it. Only by abolishing private property can there be 
access to the means of life for all, so making self- 
ownership a reality by universalising self-management in 
all aspects of life. 


Before discussing the anti-libertarian aspects of 
capitalism, it will be necessary to define "private 
property" as distinct from "personal possessions" and 
show in more detail why the former requires state 
protection and is exploitative. 
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B.3.1 
WHAT IS THE DIFFERENCE BETWEEN PRIVATE PROPERTY 
AND POSSESSION? 


Anarchists define "private property" (or just 
"property," for short) as state-protected monopolies of 
certain objects or privileges which are used to exploit 
others. ''Possession,"' on the other hand, is ownership of 
things that are not used to exploit others (e.g. a car, a 
refrigerator, a toothbrush, etc.). Thus many things can be 
considered as either property or possessions depending 
on how they are used. For example, a house that one 
lives in is a possession, whereas if one rents it to 
someone else at a profit it becomes property. Similarly, 
if one uses a saw to make a living as a self-employed 
carpenter, the saw is a possession; whereas if one 
employs others at wages to use the saw for one's own 
profit, it is property. 


While it may initially be confusing to make this 
distinction, it is very useful to understand the nature of 
capitalist society. Capitalists tend to use the word 
"property" to mean anything from a toothbrush to a 
transnational corporation -- two very different things, 
with very different impacts upon society. Hence 
Proudhon: 


"Originally the word property was synonymous with 
proper or individual possession. . . But when this right 
of use... became active and paramount - that is, when 
the usufructuary converted his right to personally use the 
thing into the right to use it by his neighbour's labour - 
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then property changed its nature and this idea became 
complex." [What is Property, pp. 395-6] 


As Alexander Berkman frames this distinction, 
anarchism "abolishes private ownership of the means of 
production and distribution, and with it goes capitalistic 
business. Personal possession remains only in the things 
you use. Thus, your watch is your own, but the watch 
factory belongs to the people. Land, machinery, and all 
other public utilities will be collective property, neither 
to be bought nor sold. Actual use will be considered the 
only title -- not to ownership but to possession." |The 
ABC of Anarchism, p. 68] (For more on the anarchist 
theory of property, see P.-J. Proudhon, What is 
Property?. William Godwin, in Enquiry Concerning 
Political Justice, makes the same point concerning the 
difference between property and possession -- which 
indicates its central place in anarchist thought). 
Proudhon graphically illustrated the distinction by 
comparing a lover as a possessor, and a husband as a 
proprietor! 


The difference between property and possession can be 
seen from the types of authority relations each generates. 
Taking the example of a capitalist workplace, its clear 
that those who own the workplace determine how it is 
used, not those who do the actual work. This leads to an 
almost totalitarian system. As Noam Chomsky points 
out, "the term ‘totalitarian’ is quite accurate. There is no 
human institution that approaches totalitarianism as 
closely as a business corporation. I mean, power is 
completely top-down. You can be inside it somewhere 
and you take orders from above and hand ‘em down. 
Ultimately, it's in the hands of owners and investors." 
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In an anarchist society, as noted, actual use is considered 
the only title. This means that a workplace is organised 
and run by those who work within it, thus reducing 
hierarchy and increasing freedom and equality within 
society. Hence anarchist opposition to private property 
and capitalism flows naturally from its basic principles 
and ideas. 


B.3.2 
WHAT KINDS OF PROPERTY DOES THE STATE PROTECT? 


Kropotkin argued that the state was "the instrument for 
establishing monopolies in favour of the ruling 
minorities." [Kropotkin's Revolutionary Pamphlets, p. 
286] While some of these monopolies are obvious (such 
as tariffs, state granted market monopolies and so on - 
see section F.8 on the state's role in developing 
capitalism) most are "behind the scenes" and work to 
ensure that capitalist domination does not need extensive 
force to maintain. 


The state therefore maintains various kinds of "class 
monopolies" (to use Tucker's phrase) to ensure that 
workers do not receive their "natural wage," the full 
product of their labour. There are four major kinds of 
property, or exploitative monopolies, that the state 
protects: 


(1) the power to issue credit and currency, the basis 
of capitalist banking; 


(2) land and buildings, the basis of landlordism; 
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(3) productive tools and equipment, the basis of 
industrial capitalism; 


(4) ideas and inventions, the basis of copyright and 
patent ("intellectual property") royalties. 


By enforcing these forms of property, capitalism ensures 
that the objective conditions within the economy favour 
the capitalist, with the worker free only to accept 
oppressive and exploitative contracts within which they 
forfeit their autonomy and promise obedience or face 
misery and poverty. Due to these "initiations of force" 
conducted previously to any specific contract being 
signed, capitalists enrich themselves at the expense of us 
as well as making a mockery of free agreement (see 
section B.4). Of course, despite the supposedly subtle 
role of such "objective" pressures in controlling the 
working class, working class resistance has been such 
that capital has never been able to dispense with the 
powers of the state, both direct and indirect. When 
"objective" means of control fail, the capitalists will 
always turn to the use of state repression to restore the 
"natural" order. 


To indicate the importance of these state backed 
monopolies, we shall sketch their impact. 


The credit monopoly, by which the state controls who 
can and cannot loan money, reduces the ability of 
working class people to create their own alternatives to 
capitalism. By charging high amounts of interest on 
loans (which is only possible because competition is 
restricted) few people can afford to create co-operatives 
or one-person firms. In addition, having to repay loans at 
high interest to capitalist banks ensures that co- 
operatives often have to undermine their own principles 
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by having to employ wage labour to make ends meet 
(see section J.5.11). It is unsurprising, therefore, that the 
very successful Mondragon co-operatives in the Basque 
Country created their own credit union which is largely 
responsible for the experiments success. 


Just as increasing wages is an important struggle within 
capitalism, so is the question of credit. Proudhon and his 
followers supported the idea of a People's Bank. If the 
working class could take over and control increasing 
amounts of money it could undercut capitalist power 
while building its own alternative social order (for 
money is ultimately the means of buying labour power, 
and so authority over the labourer - which is the key to 
surplus value production). Proudhon hoped that by credit 
being reduced to cost (namely administration charges) 
workers would be able to buy the means of production 
they needed. While most anarchists would argue that 
increased working class access to credit would no more 
bring down capitalism than increased wages, all 
anarchists recognise how more credit, like more wages, 
and how the struggle for credit, like the struggle for 
wages, might play a useful role in the development of the 
power of the working class within capitalism. Obvious 
cases that spring to mind are those where money has 
been used by workers to finance their struggles against 
capital, from strike funds and weapons to the periodical 
avoidance of work made possible by sufficiently high 
money income. Increased access to cheap credit would 
give working class people slightly more options than 
selling their liberty or facing misery (just as increased 
wages and unemployment benefit also gives us more 
options). 


Therefore, the credit monopoly reduces competition to 
capitalism from co-operatives (which are generally more 


293 


productive than capitalist firms) while at the same time 
forcing down wages for all workers as the demand for 
labour is lower than it would otherwise be. This, in turn, 
allows capitalists to use the fear of the sack to extract 
higher levels of surplus value from employees, so 
consolidating capitalist power (within and outwith the 
workplace) and expansion (increasing set-up costs and so 
creating oligarchic markets dominated by a few firms). 
In addition, high interest rates transfer income directly 
from producers to banks. Credit and money are both 
used as weapons in the class struggle. This is why, again 
and again, we see the ruling class call for centralised 
banking and use state action (from the direct regulation 
of money itself to the management of its flows) in the 
face of repeated threats to the nature (and role) of money 
within capitalism. 


So the credit monopoly, by artificially restricting the 
option to work for ourselves, ensures we work for a boss. 


The land monopoly consists of enforcement by 
government of land titles which do not rest upon 
personal occupancy and cultivation. In addition, it also 
includes making the squatting of abandoned housing and 
other forms of property illegal. This leads to ground-rent, 
by which landlords get payment for letting others use the 
land they own but do not actually cultivate. While this 
monopoly is less important in a modern capitalist society 
(as few people know how to farm) it did, however, play 
an important role in creating capitalism (also see section 
F.8.3). Economist William Lazonick summaries this 
process: 


"The reorganisation of agricultural land [the enclosure 
movement] . . . inevitably undermined the viability of 
traditional peasant agriculture. . . [it] created a sizeable 
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labour force of disinherited peasants with only tenuous 
attachments to the land. To earn a living, many of these 
peasants turned to ‘domestic industry’ - the production of 
goods in their cottages . . .1t was the eighteenth century 
expansion of domestic industry. . . that laid the basis for 
the British Industrial Revolution. The emergence of 
labour-saving machine technology transformed. . . textile 
manufacture. . . and the factory replaced the family 
home as the predominant site of production." [Business 
Organisation and the Myth of the Market Economy, 


pp. 3-4] 


By being able to "legally" bar people from "their" 
property, the landlord class used the land monopoly to 
ensure the creation of a class of people with nothing to 
sell but their labour (i.e. liberty). Land was taken from 
those who traditionally used it, violating common rights, 
and it was used by the landlord to produce for their own 
profit (more recently, a similar process has been going 
on in the Third World as well). Personal occupancy was 
replaced by landlordism and agricultural wage slavery, 
and so "the Enclosure Acts. . . reduced the agricultural 
population to misery, placed them at the mercy of the 
landowners, and forced a great number of them to 
migrate to the towns where, as proletarians, they were 
delivered to the mercy of the _ middle-class 
manufacturers." [Peter Kropotkin, The Great French 
Revolution, p. 117] 


This was the land monopoly in action (also see section 
F.8.3) and from it sprang the tools and equipment 
monopoly as domestic industry could not survive in the 
face of industrial capitalism. The tools and equipment 
monopoly is based upon the capitalist denying workers 
access to their capital unless the worker pays tribute to 
the owner for using it. While capital is “simply stored-up 
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labour which has already received its pay in full" and so 
"the lender of capital is entitled to its return intact, and 
nothing more" (to use Tucker's words), due to legal 
privilege the capitalist is in a position to charge a "fee" 
for its use. This is because, with the working class 
legally barred from both the land and available capital 
(the means of life), members of that class have little 
option but to agree to wage contracts which let capitalists 
extract a "fee" for the use of their equipment (see section 
B.3.3). 


While the initial capital for investing in industry came 
from wealth plundered from overseas or from the 
proceeds of feudalist and landlordist exploitation, the 
fact of state protection of property ensured that the 
manufacturer was able to exact usury from labour. The 
"fee" charged to workers was partly reinvested into 
capital, which reduced the prices of goods, ruining 
domestic industry. In addition, investment also increased 
the set-up costs of potential competitors, which 
continued the dispossession of the working class from 
the means of production as these "natural" barriers to 
entry into markets ensured few members of that class 
had the necessary funds to create co-operative 
workplaces of appropriate size. So while the land 
monopoly was essential to create capitalism, the "tools 
and equipment" monopoly that sprang from it soon 
became the mainspring of the system. 


In this way usury became self-perpetuating, with 
apparently "free exchanges" being the means by which 
capitalist domination survives. In other words, "past 
initiations of force" combined with the current state 
protection of property ensure that capitalist domination 
of society continues with only the use of "defensive" 
force (i.e. violence used to protect the power of property 
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owners against unions, strikes, occupations, etc.). The 
"fees" extracted from previous generations of workers 
has ensured that the current one is in no position to re- 
unite itself with the means of life by "free competition" 
(in other words, the paying of usury ensures that usury 
continues). Needless to say, the surplus produced by this 
generation will be used to increase the capital stock and 
so ensure the dispossession of future generations and so 
usury becomes self-perpetuating. And, of course, state 
protection of "property" against "theft" by working 
people ensures that property remains theft and the real 
thieves keep their plunder. 


As far as the "ideas" monopoly is concerned, this has 
been used to enrich capitalist corporations at the expense 
of the general public and the inventor. As David Noble 
points out, the “inventor, the original focus of the patent 
system, tended to increasingly to 'abandon' his patent in 
exchange for corporate security; he either sold or 
licensed his patent rights to industrial corporations or 
assigned them to the company of which he became an 
employee, bartering his genius for a salary. In addition, 
by means of patent control gained through purchase, 
consolidation, patent pools, and_ cross-licensing 
agreements, as well as by regulated patent production 
through systematic industrial research, the corporations 
steadily expanded their ‘monopoly of monopolies.'" As 
well as this, corporations used "patents to circumvent 
anti-trust laws." This reaping of monopoly profits at the 
expense of the customer made such "tremendous strides" 
between 1900 and 1929 and "were of such proportions 
as to render subsequent judicial and legislative effects to 
check corporate monopoly through patent control too 
little too late." [American By Design, p. 87, 84 and 88] 
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By creating "legal" monopolies and reaping the excess 
profits these create, capitalists not only enriched 
themselves at the expense of others, they also ensured 
their dominance in the market. Some of the excess 
profits reaped due to the legal monopolies where 
invested back into the company, securing advantages for 
the company by creating various barriers to potential 
competitors. 


Moreover, the ruling class, by means of the state, is 
continually trying to develop new forms of private 
property by creating artificial scarcities and monopolies, 
e.g. by requiring expensive licenses to engage in 
particular types of activities, such as broadcasting. In the 
"Information Age," usury (use fees) from intellectual 
property are becoming a much more important source of 
income for elites, as reflected in the attention paid to 
strengthening mechanisms for enforcing copyright in the 
recent GATT agreements, or in US pressure on foreign 
countries (like China) to respect copyright laws, and so 
on. 


In other words, capitalists desire to restrict competition 
in the "free market" by ensuring that the law reflects and 
protects their interests, namely their "property rights." 
By this process they ensure that co-operative tendencies 
within society are crushed by state-supported "market 
forces." As Noam Chomsky puts it, modern capitalism is 
"state protection and public subsidy for the rich, market 
discipline for the poor." ["Rollback, Part I", Z 
Magazine] Self-proclaimed defenders of "free market" 
capitalism are usually nothing of the kind, while the few 
who actually support it only object to the "public 
subsidy" aspect of modern capitalism and happily 
support state protection for property rights. (For more on 
capitalism as based on state-protected monopolies, see 
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Benjamin Tucker, Instead of a Book by a Man Too 
Busy to Write One). 


All these monopolies seek to enrich the capitalist (and 
increase their capital stock) at the expense of working 
people, to restrict their ability to undermine the ruling 
elites power and wealth. All aim to ensure that any 
option we have to work for ourselves (either individually 
or collectively) is restricted by tilting the playing field 
against us, making sure that we have little option but to 
sell our labour on the "free market" and be exploited. In 
other words, the various monopolies make sure that 
"natural" barriers to entry (see section C.4) are created, 
leaving the heights of the economy in the control of big 
business while alternatives to capitalism are 
marginalised at its fringes. 


So it is these kinds of property and the authoritarian 
social relationships that they create which the state exists 
to protect. It should be noted that converting private to 
state ownership (i.e. nationalisation) does not 
fundamentally change the nature of property 
relationships; it just removes private capitalists and 
replaces them with bureaucrats. 


B.3.3 
WHY IS PROPERTY EXPLOITATIVE? 


To answer this question, consider the monopoly of 
productive "tools and equipment." This monopoly, 
obtained by the class of industrial capitalists, allows this 
class in effect to charge workers a "fee" for the privilege 
of using the monopolised tools and equipment. 
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This occurs because property, in Proudhon words, 
"excommunicates" the working class. The state enforces 
property rights in land, workplaces and so on, meaning 
that the owner can bar others from using them and 
enforce their rules on those they do let use "their" 
property. So the boss "gives you a job: that is permission 
to work in the factory or mill which was not built by him 
but by other workers like yourself. And for that 
permission you help to support him for. . .as long as you 
work for him." [Alexander Berkman, What is 
Communist Anarchism?, p. 11] 


Therefore, due to the dispossession of the vast majority 
of the population from the means of life, capitalists are in 
an ideal position to charge a "use-fee" for the capital they 
own, but neither produced nor use. Having little option, 
workers agree to contracts within which they forfeit their 
autonomy during work and the product of that work. 
This results in capitalists having access to a 
"commodity" (labour) that can potentially produce more 
value than it gets paid for in wages. During working 
hours, the owner can dictate (within certain limits 
determined by worker resistance and solidarity as well as 
objective conditions, such as the level of unemployment 
within an industry or country) the level, duration and 
intensity of work, and so the amount of output (which 
the owner has sole rights over even though they did not 
produce it). Thus the "fee" (or "surplus value") is created 
by owners paying workers less than the full value added 
by their labour to the products or services they create for 
the firm. The capitalist's profit is thus the difference 
between this "surplus value," created by and 
appropriated from labour, minus the firm's overhead and 
cost of raw materials (See also section C.2, "Where do 


profits come from?"). 
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So property is exploitative because it allows a surplus to 
be monopolised by the owners. Property creates 
hierarchical relationships within the workplace (the 
"tools and equipment monopoly" might better be called 
the "power monopoly") and as in any hierarchical 
system, those with the power use it to protect and further 
their own interests at the expense of others. Within the 
workplace there is resistance by workers to this 
oppression and exploitation, which the "hierarchical. . . 
relations of the capitalist enterprise are designed to 
resolve this conflict in favour of the representatives of 
capital..." [William Lazonick, Op. Cit., p. 184] 


Needless to say, the state is always on hand to protect the 
rights of property and management against the actions of 
the dispossessed. When it boils down to it, it is the 
existence of the state as protector of the "power 
monopoly" that allows it to exist at all. 


So, capitalists are able to appropriate this surplus value 
from workers solely because they own the means of 
production, not because they earn it by doing productive 
work themselves. Of course some capitalists may also 
contribute to production, in which case they are in 
fairness entitled to the amount of value added to the 
firm's output by their own labour; but owners typically 
pay themselves much more than this, and are able to do 
so because the state guarantees them that right as 
property owners (which is unsurprising, as they alone 
have knowledge of the firms inputs and outputs and, like 
all people in unaccountable positions, abuse that power - 
- which is partly why anarchists support direct 
democracy as the essential counterpart of free 
agreement, for no one in power can be trusted not to 
prefer their own interests over those subject to their 
decisions). And of course many capitalists hire managers 
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to run their businesses for them, thus collecting income 
for doing nothing except owning. 


Capitalists’ profits, then, are a form of state-supported 
exploitation. This is equally true of the interest collected 
by bankers and rents collected by landlords. Without 
some form of state, these forms of exploitation would be 
impossible, as the monopolies on which they depend 
could not be maintained. For instance, in the absence of 
state troops and police, workers would simply take over 
and operate factories for themselves, thus preventing 
capitalists from appropriating an unjust share of the 
surplus they create. 


B.3.4 
CAN PRIVATE PROPERTY BE JUSTIFIED? 


No. Even though a few supporters of capitalism 
recognise that private property, particularly in land, was 
created by the use of force, most maintain that private 
property is just. One common defence of private 
property is found in the work of Robert Nozick (a 
supporter of "free market" capitalism). For Nozick, the 
use of force makes acquisition illegitimate and so any 
current title to the property is illegitimate (in other 
words, theft and trading in stolen goods does not make 
ownership of these goods legal). So, if the initial 
acquisition of land was illegitimate then all current titles 
are also illegitimate. And since private ownership of land 
is the basis of capitalism, capitalism itself would be 
rendered illegal. 
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To get round this problem, Nozick utilises the work of 
Locke ("The Lockean Proviso") which can _ be 
summarised as: 


1. People own themselves. 


2. 2. The world is initially owned in common (or 
unowned in Nozick's case.) 


3. 3. You can acquire absolute rights over a larger 
than average share in the world, if you do not 
worsen the condition of others. 


4. 4. Once people have appropriated private 
property, a free market in capital and labour is 
morally required. 


Take for example two individuals who share land in 
common. Nozick allows for one individual to claim the 
land as their own as long as the "process normally giving 
rise to a permanent bequeathable property right in a 
previously unowned thing will not do so if the position of 
others no longer at liberty to use the thing is therefore 
worsened." [Anarchy, State and Utopia, p. 178] 


But, if one person appropriated the land then the other 
cannot live off the remaining land. However, if the new 
land owner offers the other a wage to work their land and 
this exceeds what the new wage slave originally 
produced, then this meets the "Lockean Proviso." Of 
course, the new wage slave has no option but to work for 
another, but this is irrelevant for the Lockean Proviso. 


Interestingly, for a ideology that calls itself "libertarian" 


Nozick theory defines "worse off" in terms purely of 
material welfare, compared to the conditions that existed 
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within the society based upon common use. In other 
words, being "worse off" in terms of liberty (i.e. self- 
ownership or self-government) is irrelevant for Nozick, a 
very telling position to take. 


Nozick claims to place emphasis on self-ownership in 
his ideology because we are separate individuals, each 
with our own life to lead. It is strange, therefore, to see 
that Nozick does not emphasise people's ability to act on 
their own conception of themselves in his account of 
appropriation. Indeed, there is no objection to an 
appropriation that puts someone in an unnecessary and 
undesirable position of subordination and dependence on 
the will of others. 


Notice that the fact that individuals are now subject to 
the decisions of other individuals is not considered by 
Nozick in assessing the fairness of the appropriation. The 
fact that the creation of private property results in the 
denial of important freedoms for wage slaves (namely, 
the wage slave has no say over the status of the land they 
had been utilising and no say over how their labour is 
used). Before the creation of private property, all 
managed their own work, had self-government in all 
aspects of their lives. After the appropriation, the new 
wage slave has no such liberty and indeed must accept 
the conditions of employment within which they 
relinquish control over how they spend much of their 
time. 


Considering Nozick's many claims in favour of self- 
ownership and why it is important, you would think that 
the autonomy of the newly dispossessed wage slaves 
would be important to him. However, no such concern is 
to be found - the autonomy of wage slaves is treated as if 
it were irrelevant. Nozick claims that a concern for 
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people's freedom to lead their own lives underlies his 
theory of unrestricted property-rights, but, this 
apparently does not apply to wage slaves. His 
justification for the creation of private property treats 
only the autonomy of the land owner as relevant. 
However, as Proudhon rightly argues: 


"if the liberty of man is sacred, it is equally sacred in all 
individuals; that, if it needs property for its objective 
action, that is, for its life, the appropriation of material 
is equally necessary for all... Does it not follow that if 
one individual cannot prevent another . . . from 
appropriating an amount of material equal to his own, 
no more can he prevent individuals to come." [What is 
Property?, pp. 84-85] 


Under capitalism people are claimed to own themselves, 
but this is purely formal as most people do not have 
independent access to resources. And as they have to use 
other peoples' resources, they become under the control 
of those who own the resources. In other words, private 
property reduces the autonomy of the majority of the 
population, and creates a regime of authority which has 
many similarities to enslavement. As John Stuart Mill 
put it: 


"No longer enslaved or made dependent by force of law, 
the great majority are so by force of property; they are 
still chained to a place, to an occupation, and to 
conformity with the will of an employer, and debarred by 
the accident of birth to both the enjoyments, and from the 
mental and moral advantages, which others inherit 
without exertion and independently of desert. That this is 
an evil equal to almost any of those against which 
mankind have hitherto struggles, the poor are not wrong 
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in believing." ["Chapters on Socialism", Principles of 
Political Economy, pp. 377-8] 


Capitalism, even though claiming formal self-ownership, 
in fact not only restricts the self-determination of 
working class people, it also makes them a resource for 
others. Those who enter the market after others have 
appropriated all the available property are limited to 
charity or working for others. The latter, as we discuss in 
section C, results in exploitation as the worker's labour is 
used to enrich others. Working people are compelled to 
co-operate with the current scheme of property and are 
forced to benefit others. This means that  self- 
determination requires resources as well as rights over 
one's physical and mental being. Concern for self- 
determination (i.e. meaningful self-ownership) leads us 
to common property plus workers' control of production 
and so some form of libertarian socialism - not private 
property and capitalism. 


And, of course, the appropriation of the land requires a 
state to defend it against the dispossessed as well as 
continuous interference in people's lives. Left to their 
own devices, people would freely use the resources 
around them which they’ considered unjustly 
appropriated by others and it is only continuous state 
intervention that prevents then from violating Nozick's 
principles of justice (to use Nozick's own terminology, 
the "Lockean Proviso" is a patterned theory, his claims 
otherwise not withstanding). 


In addition, we should note that private ownership by 
one person presupposes non-ownership by others ("we 
who belong to the proletaire’ class, property 
excommunicates us!" [Proudhon, Op. Cit., p. 105]) and 
so the "free market" restricts as well as creates liberties 
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just as any other economic system. Hence the claim that 
capitalism constitutes "economic liberty" is obviously 
false. In fact, it is based upon denying liberty for the vast 
majority during work hours (as well as having serious 
impacts on liberty outwith work hours due to the effects 
of concentrations of wealth upon society). 


Perhaps Nozick can claim that the increased material 
benefits of private property makes the acquisition 
justified. However, it seems strange that a theory 
supporting "liberty" should consider well off slaves to be 
better than poor free men and women. As Nozick claims 
that the wage slaves consent is not required for the initial 
acquisition, so perhaps he can claim that the gain in 
material welfare outweighs the loss of autonomy and so 
allows the initial act as an act of paternalism. But as 
Nozick opposes paternalism when it restricts private 
property rights he can hardly invoke it when it is 
required to generate these rights. And if we exclude 
paternalism and emphasise autonomy (as Nozick claims 
he does elsewhere in his theory), then justifying the 
initial creation of private property becomes much more 
difficult, if not impossible. 


And if each owner's title to their property includes the 
historical shadow of the Lockean Proviso on 
appropriation, then such titles are invalid. Any title 
people have over unequal resources will be qualified by 
the facts that "property is theft" and that "property is 
despotism." The claim that private property is economic 
liberty is obviously untrue, as is the claim that private 
property can be justified in terms of anything except 
"might is right." 


For more anarchist analysis on private property and why 
it cannot be justified (be it by occupancy, labour, natural 
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right, or whatever) consult Proudhon's classic work 
What is Property?. 
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B.4 
HOW DOES CAPITALISM AFFECT LIBERTY? 





Private property is in many ways like a private form of 
state. The owner determines what goes on within the 
area he or she "owns," and therefore exercises a 
monopoly of power over it. When power is exercised 
over one's self, it is a source of freedom, but under 
capitalism it is a source of coercive authority. As Bob 
Black points out in The Abolition of Work: 


"The liberals and conservatives and Libertarians who 
lament totalitarianism are phoneys and hypocrites. . . 
You find the same sort of hierarchy and discipline in an 
office or factory as you do in a prison or a monastery. . . 
A worker is a part-time slave. The boss says when to 
show up, when to leave, and what to do in the meantime. 
He tells you how much work to do and how fast. He is 
free to carry his control to humiliating extremes, 
regulating, if he feels like it, the clothes you wear or how 
often you go to the bathroom. With a few exceptions he 
can fire you for any reason, or no reason. He has you 
spied on by snitches and supervisors, he amasses a 
dossier on every employee. Talking back is called 
‘insubordination,’ just as if a worker is a naughty child, 
and it not only gets you fired, it disqualifies you for 
unemployment compensation. . .The demeaning system of 
domination I've described rules over half the waking 
hours of a majority of women and the vast majority of 
men for decades, for most of their lifespans. For certain 
purposes it's not too misleading to call our system 
democracy or capitalism or -- better still -- 
industrialism, but its real names are factory fascism and 
office oligarchy. Anybody who says these people are 
‘free’ is lying or stupid." 
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Unlike a company, the democratic state can be 
influenced by its citizens, who are able to act in ways 
that limit (to some extent) the power of the ruling elite to 
be "left alone" to enjoy their power. As a result, the 
wealthy hate the democratic aspects of the state, and its 
ordinary citizens, as potential threats to their power. This 
"problem" was noted by Alexis de Tocqueville in early 
19th-century America: 


"It is easy to perceive that the wealthy members of the 
community entertain a hearty distaste to the democratic 
institutions of their country. The populace is at once the 
object of their scorn and their fears." 


These fears have not changed, nor has the contempt for 
democratic ideas. To quote one US Corporate Executive, 
"one man, one vote will result in the eventual failure of 
democracy as we know it." [L. Silk and D. Vogel, Ethics 
and Profits: The Crisis of Confidence in American 
Business, pp. 189f] 


This contempt for democracy does not mean _ that 
capitalists are anti-state. Far from it. As previously 
noted, capitalists depend on the state. This is because 
[classical] Liberalism, is in theory a kind of anarchy 
without socialism, and therefore is simply a lie, for 
freedom is not possible without equality. . .The criticism 
liberals direct at government consists only of wanting to 
deprive it some of its functions and to call upon the 
capitalists to fight it out amongst themselves, but it 
cannot attack the repressive functions which are of its 
essence: for without the gendarme the property owner 
could not exist." [Errico Malatesta, Anarchy, p. 46]. 


Capitalists call upon and support the state when it acts in 
their interests and when it supports their authority and 
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power. The "conflict" between state and capital is like 
two gangsters fighting over the proceeds of a robbery: 
they will squabble over the loot and who has more power 
in the gang, but they need each other to defend their 
"property" against those from whom they stole it. 


The statist nature of private property can be seen in 
"Libertarian" (i.e. minarchist, or "classical" liberal) 
works representing the extremes of laissez-faire 
capitalism: 


"[I]f one starts a private town, on land whose acquisition 
did not and does not violate the Lockean proviso [of 
non-aggression], persons who chose to move there or 
later remain there would have no right to a say in how 
the town was run, unless it was granted to them by the 
decision procedures for the town which the owner had 
established" [Robert Nozick, Anarchy, State and 
Utopia, p. 270] 


This is voluntary feudalism, nothing more. Of course, it 
can be claimed that "market forces" will result in the 
most liberal owners being the most successful, but a nice 
master is still a master. To paraphrase Tolstoy, "the 
liberal capitalist is like a kind donkey owner. He will do 
everything for the donkey -- care for it, feed it, wash it. 
Everything except get off its back!" And as Bob Black 
notes, "Some people giving orders and others obeying 
them: this is the essence of servitude. . . . [F]reedom 
means more than the right to change masters." [The 
Libertarian as Conservative]. That supporters of 
capitalism often claim that this "right" to change masters 
is the essence of "freedom" is a telling indictment of the 
capitalist notion of "liberty." 
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B.4.1 
IS CAPITALISM BASED ON FREEDOM? 


For anarchists, freedom means both "freedom from" and 
"freedom to." "Freedom from" signifies not being subject 
to domination, exploitation, coercive authority, 
repression, or other forms of degradation and 
humiliation. "Freedom to" means being able to develop 
and express one's abilities, talents, and potentials to the 
fullest possible extent compatible with the maximum 
freedom of others. Both kinds of freedom imply the need 
for self-management, responsibility, and independence, 
which basically means that people have a say in the 
decisions that affect their lives. And since individuals do 
not exist in a social vacuum, it also means that freedom 
must take on a collective aspect, with the associations 
that individuals form with each other (e.g. communities, 
work groups, social groups) being run in a manner which 
allows the individual to participate in the decisions that 
the group makes. Thus freedom for anarchists requires 
participatory democracy, which means _ face-to-face 
discussion and voting on issues by the people affected by 
them. 


Are these conditions of freedom met in the capitalist 
system? Obviously not. Despite all their rhetoric about 
"democracy," most of the "advanced" capitalist states 
remain only superficially democratic -- and this because 
the majority of their citizens are employees who spend 
about half their waking hours under the thumb of 
capitalist dictators (bosses) who allow them no voice in 
the crucial economic decisions that affect their lives 
most profoundly and require them to work under 
conditions inimical to independent thinking. If the most 
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basic freedom, namely freedom to think for oneself, is 
denied, then freedom itself is denied. 


The capitalist workplace is profoundly undemocratic. 
Indeed, as Noam Chomsky points out, the oppressive 
authority relations in the typical corporate hierarchy 
would be called fascist or totalitarian if we were 
referring to a political system. In his words : 


"There's nothing individualistic about corporations. 
These are big conglomerate institutions, essentially 
totalitarian in character, but hardly individualistic. 
There are few institutions in human society that have 
such strict hierarchy and top-down control as a business 
organisation. Nothing there about ‘don't tread on me.. 
You're being tread on all the time." [Keeping the 
Rabble in Line, p. 280] 


Far from being "based on freedom," then, capitalism 
actually destroys freedom. In this regard, Robert E. 
Wood, the chief executive officer of Sears, spoke plainly 
when he said "/wJe stress the advantages of the free 
enterprise system, we complain about the totalitarian 
state, but... we have created more or less of a totalitarian 
system in industry, particularly in large industry." 
[quoted by Allan Engler, Apostles of Greed, p. 68] 


Or, as Chomsky puts it, supporters of capitalism do not 
understand "the fundamental doctrine, that you should 
be free from domination and control, including the 
control of the manager and the owner" [Feb. 14th, 1992 
appearance on Pozner/Donahue]. 


Under corporate authoritarianism, the psychological 
traits deemed most desirable for average citizens to 
possess are efficiency, conformity, emotional 
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detachment, insensitivity, and unquestioning obedience 
to authority -- traits that allow people to survive and 
even prosper as employees in the company hierarchy. 
And of course, for "non-average" citizens, i.e., bosses, 
managers, administrators, etc., authoritarian traits are 
needed, the most important being the ability and 
willingness to dominate others. 


But all such master/slave traits are inimical to the 
functioning of real (ie. participatory/libertarian) 
democracy, which requires that citizens have qualities 
like flexibility, creativity, sensitivity, understanding, 
emotional honesty, directness, warmth, realism, and the 
ability to mediate, communicate, negotiate, integrate and 
co-operate. Therefore, capitalism is not only 
undemocratic, it is anti-democratic, because it promotes 
the development of traits that make real democracy (and 
so a libertarian society) impossible. 


Many capitalist apologists have attempted to show that 
capitalist authority structures are "voluntary" and are, 
therefore, somehow not a denial of individual and social 
freedom. Milton Friedman (a leading free market 
capitalist economist) has attempted to do just this. Like 
most apologists for capitalism he ignores the 
authoritarian relations explicit within wage labour 
(within the workplace, "co-ordination" is based upon 
top-down command, not horizontal co-operation). 
Instead he concentrates on the decision of a worker to 
sell their labour to a specific boss and so ignores the lack 
of freedom within such contracts. He argues that 
"individuals are effectively free to enter or not enter into 
any particular exchange, so every transaction is strictly 
voluntary. . . The employee is protected from coercion by 
the employer because of other employers for whom he 
can work." [Capitalism and Freedom, pp. 14-15] 
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Friedman, to prove the free nature of capitalism, 
compares capitalism with a simple exchange economy 
based upon independent producers. He states that in such 
a simple economy each household "has the alternative of 
producing directly for itself, [and so] it need not enter 
into any exchange unless it benefits from it. Hence no 
exchange will take place unless both parties do benefit 
from it. Co-operation is thereby achieved without 
coercion." [Op. Cit., p. 13] Under capitalism (or the 
"complex" economy) Friedman states that “individuals 
are effectively free to enter or not to enter into any 
particular exchange, so that every transaction is strictly 
voluntary." [Op. Cit., p. 14] 


A moments thought, however, shows that capitalism is 
not based on "strictly voluntary" transactions as 
Friedman claims. This is because the proviso that is 
required to make every transaction "strictly voluntary" is 
not freedom not to enter any particular exchange, but 
freedom not to enter into any exchange at all. 


This, and only this, was the proviso that proved the 
simple model Friedman presents (the one based upon 
artisan production) to be voluntary and non-coercive; 
and nothing less than this would prove the complex 
model (i.e. capitalism) is voluntary and non-coercive. 
But Friedman is clearly claiming above that freedom not 
to enter into any particular exchange is enough and so, 
only by changing his own requirements, can he claim 
that capitalism is based upon freedom. 


It is easy to see what Friedman has done, but it is less 
easy to excuse it (particularly as it is so commonplace in 
capitalist apologetics). He moved from the simple 
economy of exchange between independent producers to 
the capitalist economy without mentioning the most 
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important thing the distinguishes them - namely the 
separation of labour from the means of production. In the 
society of independent producers, the worker had the 
choice of working for themselves - under capitalism this 
is not the case. Capitalism is based upon the existence of 
a labour force without its own sufficient capital, and 
therefore without a choice as to whether to put its labour 
in the market or not. Milton Friedman would agree that 
where there is no choice there is coercion. His attempted 
demonstration that capitalism co-ordinates without 
coercion therefore fails. 


Capitalist apologists are able to convince some people 
that capitalism is "based on freedom" only because the 
system has certain superficial appearances of freedom. 


On closer analysis these appearances turn out to be 
deceptions. For example, it is claimed that the employees 
of capitalist firms have freedom because they can always 
quit. But, as noted earlier, "Some people giving orders 
and others obeying them: this is the essence of servitude. 
Of course, as [right-Libertarians] smugly [observe], 
‘one can at least change jobs,' but you can't avoid having 
a job -- just as under statism one can at least change 
nationalities but you can't avoid subjection to one 
nation-state or another. But freedom means more than 
the right to change masters" [Bob Black, The 
Libertarian as Conservative]. Under capitalism, 
workers have only the Hobson's choice of being 
governed/exploited or living on the street. 


Anarchists point out that for choice to be real, free 
agreements and associations must be based on the social 
equality of those who enter into them, and both sides 
must receive roughly equivalent benefit. But social 
relations between capitalists and employees can never be 
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equal, because private ownership of the means of 
production gives rise to social hierarchy and relations of 
coercive authority and subordination, as was recognised 
even by Adam Smith (see below). 


The picture painted by Walter Reuther of working life in 
America before the Wagner act is a commentary on class 
inequality : "Injustice was as common as streetcars. 
When men walked into their jobs, they left their dignity, 
their citizenship and their humanity outside. They were 
required to report for duty whether there was work or 
not. While they waited on the convenience of supervisors 
and foremen they were unpaid. They could be fired 
without a pretext. They were subjected to arbitrary, 
senseless rules... .Men were tortured by regulations that 
made difficult even going to the toilet. Despite 
grandiloquent statements from the presidents of huge 
corporations that their door was open to any worker 
with a complaint, there was no one and no agency to 
which a worker could appeal if he were wronged. The 
very idea that a worker could be wronged seemed absurd 
to the employer." Much of this indignity remains, and 
with the globalisation of capital, the bargaining position 
of workers is further deteriorating, so that the gains of a 
century of class struggle are in danger of being lost. 


A quick look at the enormous disparity of power and 
wealth between the capitalist class and the working class 
shows that the benefits of the "agreements" entered into 
between the two sides are far from equal. Walter Block, 
a leading Fraser Institute ideologue, makes clear the 
differences in power and benefits when discussing sexual 
harassment in the workplace: 


"Consider the sexual harassment which continually 
occurs between a secretary and a boss. . . while 
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objectionable to many women, [it] is not a coercive 
action. It is rather part of a package deal in which the 
secretary agrees to all aspects of the job when she 
agrees to accept the job, and especially when she agrees 
to keep the job. The office is, after all, private property. 
The secretary does not have to remain if the 'coercion' is 
objectionable." [quoted by Engler, Op. Cit., p. 101] 


The primary goal of the Fraser Institute is to convince 
people that all other rights must be subordinated to the 
right to enjoy wealth. In this case, Block makes clear that 
under private property, only bosses have "freedom to," 
and most also desire to ensure they have "freedom from" 
interference with this right. 


So, when capitalists gush about the "liberty" available 
under capitalism, what they are really thinking of is their 
state-protected freedom to exploit and oppress workers 
through the ownership of property, a freedom that allows 
them to continue amassing huge disparities of wealth, 
which in turn insures their continued power and 
privileges. That the capitalist class in liberal-democratic 
states gives workers the right to change masters (though 
this is not true under state capitalism) is far from 
showing that capitalism is based on freedom, For as 
Peter Kropotkin rightly points out, "freedoms are not 
given, they are taken" [Peter Kropotkin, Words of a 
Rebel, p. 43]. In capitalism, you are "free" to do 
anything you are permitted to do by your masters, which 
amounts to "freedom" with a collar and leash. 


B.4.2 
IS CAPITALISM BASED ON SELF-OWNERSHIP? 
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Murray Rothbard, a leading "libertarian" capitalist, 
claims that capitalism is based on the "basic axiom" of 
"the right to self-ownership." This "axiom" is defined as 
"the absolute right of each man [sic]. . .to control [his or 
her] body free of coercive interference. Since each 
individual must think, learn, value, and choose his or her 
ends and means in order to survive and flourish, the 
right to self-ownership gives man [sic] the right to 
perform these vital activities without being hampered by 
coercive molestation." [For a New Liberty, pp. 26-27] 


So far, so good. However, we reach a problem once we 
consider private property. As Ayn Rand, another 
ideologue for "free market" capitalism argued, "there 
can be no such thing as the right to unrestricted freedom 
of speech (or of action) on someone else's property" 
[Capitalism: The Unknown Ideal, p. 258]. Or, as is 
commonly said by capitalist owners, "I don't pay you to 
think." 


Similarly, capitalists don't pay their employees to 
perform the other "vital activities" listed by Rothbard 
(learning, valuing, choosing ends and means) -- unless, 
of course, the firm requires that workers undertake such 
activities in the interests of company profits. Otherwise, 
workers can rest assured that any efforts to engage in 
such "vital activities" on company time will be 
"hampered" by "coercive molestation." Therefore wage 
labour (the basis of capitalism) in practice denies the 
rights associated with "self-ownership," thus alienating 
the individual from his or her basic rights. Or as Michael 
Bakunin expresses it, "the worker sells his person and 
his liberty for a given time" under capitalism. 


In a society of relative equals, "private property" would 
not be a source of power. For example, you would still 
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be able to fling a drunk out of your home. But in a 
system based on wage labour (i.e. capitalism), private 
property is a different thing altogether, becoming a 
source of institutionalised power and coercive authority 
through hierarchy. As Noam Chomsky writes, capitalism 
is based on "a particular form of authoritarian control. 
Namely, the kind that comes through private ownership 
and control, which is an extremely rigid system of 
domination." When "property" is purely what you, as an 
individual, use (i.e. possession) it is not a source of 
power. In capitalism, however, "property" rights no 
longer coincide with use rights, and so they become a 
denial of freedom and a source of authority and power 
over the individual. Little wonder that Proudhon labelled 
property as "theft" and "despotism". 


As we've seen in the discussion of hierarchy (section 
A.2.8 and B.1), all forms of authoritarian control depend 
on "coercive molestation" -- i.e. the use or threat of 
sanctions. This is definitely the case in company 
hierarchies under capitalism. Bob Black describes the 
authoritarian nature of capitalism as follows: 


'[T]he place where [adults] pass the most time and 
submit to the closest control is at work. Thus . . . it's 
apparent that the source of the greatest direct duress 
experienced by the ordinary adult is not the state but 
rather the business that employs him. Your foreman or 
supervisor gives you more or-else orders in a week than 
the police do in a decade." 


We have already noted the objection that people can 
leave their jobs, which just amounts to saying "love it or 
leave it!" and does not address the issue at hand. 
Needless to say, the vast majority of the population 
cannot avoid wage labour. Far from being based on the 
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"right to self-ownership," then, capitalism denies it, 
alienating the individual from such basic rights as free 
speech, independent thought, and self-management of 
one's own activity, which individuals have to give up 
when they are employed. But since these rights, 
according to Rothbard, are the products of humans as 
humans, wage labour alienates them from themselves, 
exactly as it does the individual's labour power and 
creativity. 


To quote Chomsky again, "people can survive, [only] by 
renting themselves to it [capitalist authority], and 
basically in no other way... ." You do not sell your 
skills, as these skills are part of you. Instead, what you 
have to sell is your time, your labour power, and so 
yourself. Thus under wage labour, rights of "self- 
ownership" are always placed below property rights, the 
only "right" being left to you is that of finding another 
job (although even this right is denied in some countries 
if the employee owes the company money). 


So, contrary to Rothbard's claim, capitalism actually 
alienates the right to self-ownership because of the 
authoritarian structure of the workplace, which derives 
from private property. If we desire real self-ownership, 
we cannot renounce it for most of our adult lives by 
becoming wage slaves. Only workers' self-management 
of production, not capitalism, can make self-ownership a 
reality. 


B.4.3 
BUT NO ONE FORCES YOU TO WORK FOR THEM! 
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Of course it is claimed that entering wage labour is a 
"voluntary" undertaking, from which both sides 
allegedly benefit. However, due to past initiations of 
force (e.g. the seizure of land by conquest) plus the 
tendency for capital to concentrate, a relative handful of 
people now control vast wealth, depriving all others 
access to the means of life. As Immanuel Wallerstein 
points out in The Capitalist World System (vol. 1), 
capitalism evolved from feudalism, with the first 
capitalists using inherited family wealth derived from 
large land holdings to start factories. That "inherited 
family wealth" can be traced back originally to conquest 
and forcible seizure. Thus denial of free access to the 
means of life is based ultimately on the principle of 
"might makes right." And as Murray Bookchin so rightly 
points out, "the means of life must be taken for what they 
literally are: the means without which life is impossible. 
To deny them to people is more than 'theft'... it is 
outright homicide." [Murray Bookchin, Remaking 
Society, p. 187] 


David Ellerman has also noted that the past use of force 
has resulted in the majority being limited to those 
options allowed to them by the powers that be: 


"It is a veritable mainstay of capitalist thought... that the 
moral flaws of chattel slavery have not survived in 
capitalism since the workers, unlike the slaves, are free 
people making voluntary wage contracts. But it is only 
that, in the case of capitalism, the denial of natural 
rights is less complete so that the worker has a residual 
legal personality as a free 'commodity owner." He is thus 
allowed to voluntarily put his own working life to traffic. 
When a robber denies another person's right to make an 
infinite number of other choices besides losing his money 
or his life and the denial is backed up by a gun, then this 
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is clearly robbery even though it might be said that the 
victim making a_ ‘voluntary choice' between his 
remaining options. When the legal system itself denies 
the natural rights of working people in the name of the 
prerogatives of capital, and this denial is sanctioned by 
the legal violence of the state, then the theorists of 
libertarian' capitalism do not proclaim institutional 
robbery, but rather they celebrate the ‘natural liberty' of 
working people to choose between the remaining options 
of selling their labour as a commodity and _ being 
unemployed." [quoted by Noam Chomsky, The 
Chomsky Reader, p. 186] 


Therefore the existence of the labour market depends on 
the worker being separated from the means of 
production. The natural basis of capitalism is wage 
labour, wherein the majority have little option but to sell 
their skills, labour and time to those who do own the 
means of production. In advanced capitalist countries, 
less than 10% of the working population are self- 
employed (in 1990, 7.6% in the UK, 8% in the USA and 
Canada - however, this figure includes employers as 
well, meaning that the number of self-employed 
workers is even smaller!). Hence for the vast majority, 
the labour market is their only option. 


Michael Bakunin notes that these facts put the worker in 
the position of a serf with regard to the capitalist, even 
though the worker is formally "free" and "equal" under 
the law: 


"Juridically they are both equal; but economically the 
worker is the serf of the capitalist... thereby the worker 
sells his person and his liberty for a given time. The 
worker is in the position of a serf because this terrible 
threat of starvation which daily hangs over his head and 
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over his family, will force him to accept any conditions 
imposed by the gainful calculations of the capitalist, the 
industrialist, the employer. . . .The worker always has 
the right to leave his employer, but has he the means to 
do so? No, he does it in order to sell himself to another 
employer. He is driven to it by the same hunger which 
forces him to sell himself to the first employer. Thus the 
worker's liberty . . . is only a theoretical freedom, 
lacking any means for its possible realisation, and 
consequently it is only a fictitious liberty, an utter 
falsehood. The truth is that the whole life of the worker is 
simply a continuous and dismaying succession of terms 
of serfdom -- voluntary from the juridical point of view 
but compulsory from an economic sense -- broken up by 
momentarily brief interludes of freedom accompanied by 
starvation; in other words, it is real slavery." |The 
Political Philosophy of Bakunin, pp. 187-8] 


Obviously, a company cannot force you to work for 
them but, in general, you have to work for someone. 
This is because of past "initiation of force" by the 
capitalist class and the state which have created the 
objective conditions within which we make our 
employment decisions. Before any specific labour 
market contract occurs, the separation of workers from 
the means of production is an established fact (and the 
resulting "labour" market usually gives the advantage to 
the capitalists as a class). So while we can usually pick 
which capitalist to work for, we, in general, cannot 
choose to work for ourselves (the self-employed sector 
of the economy is tiny, which indicates well how 
spurious capitalist liberty actually is). Of course, the 
ability to leave employment and seek it elsewhere is an 
important freedom. However, this freedom, like most 
freedoms under capitalism, is of limited use and hides a 
deeper anti-individual reality. 
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As Karl Polanyi puts it: 


"In human terms such a postulate [of a labour market] 
implied for the worker extreme instability of earnings, 
utter absence of professional standards, abject readiness 
to be shoved and pushed about indiscriminately, 
complete dependence on the whims of the market. 
[Ludwig Von] Mises justly argued that if workers ‘did 
not act as trade unionists, but reduced their demands 
and changed their locations and occupations according 
to the labour market, they would eventually find work.' 
This sums up the position under a system based on the 
postulate of the commodity character of labour. It is not 
for the commodity to decide where it should be offered 
for sale, to what purpose it should be used, at what price 
it should be allowed to change hands, and in what 
manner it should be consumed or destroyed." |The 
Great Transformation, p. 176] 


(Although we should point out that von Mises argument 
that workers will "eventually" find work as well as being 
nice and vague -- how long is "eventually"?, for example 
-- is contradicted by actual experience. As the Keynesian 
economist Michael Stewart notes, in the nineteenth 
century workers "who lost their jobs had to redeploy fast 
or starve (and even this feature of the ninetheenth 
century economy. . . did not prevent prolonged 
recessions)" [Keynes in the 1990s, p. 31] Workers 
"reducing their demands" may actually worsen an 
economic slump, causing more unemployment in the 
short run and lengthening the length of the crisis. We 
address the issue of unemployment and _ workers 
"reducing their demands" in more detail in section C.9). 


It is sometimes argued that capital needs labour, so both 
have an equal say in the terms offered, and hence the 
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labour market is based on "liberty." But for capitalism to 
be based on real freedom or on true free agreement, both 
sides of the capital/labour divide must be equal in 
bargaining power, otherwise any agreement would 
favour the most powerful at the expense of the other 
party. However, due to the existence of private property 
and the states needed to protect it, this equality is de 
facto impossible, regardless of the theory. This is 
because. in general, capitalists have three advantages on 
the "free" labour market-- the law and state placing the 
rights of property above those of labour, the existence of 
unemployment over most of the business cycle and 
capitalists having more resources to fall back on. We 
will discuss each in turn. 


The first advantage, namely property owners having the 
backing of the law and state, ensures that when workers 
go on strike or use other forms of direct action (or even 
when they try to form a union) the capitalist has the full 
backing of the state to employ scabs, break picket lines 
or fire "the ring-leaders.". This obviously gives 
employers greater power in their bargaining position, 
placing workers in a weak position (a position that may 
make them, the workers, think twice before standing up 
for their rights). 


The existence of unemployment over most of the 
business cycle ensures that “employers have a structural 
advantage in the labour market, because there are 
typically more candidates. . . than jobs for them to fill." 
This means that "[c/ompetition in labour markets us 
typically skewed in favour of employers: it is a buyers 
market. And in a buyer's market, it is the sellers who 
compromise. Competition for labour is not strong 
enough to ensure that workers' desires are always 
satisified." [Juliet B. Schor, The Overworked 
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American, p. 71, p. 129] If the labour market generally 
favours the employer, then this obviously places working 
people at a disadvantage as the threat of unemployment 
and the hardships associated with encourages workers to 
take any job and submit to their bosses demands and 
power while employed. Unemployment, in other words, 
serves to discipline labour. The higher the prevailing 
unemployment rate, the harder it is to find a new job, 
which raises the cost of job loss and makes it less likely 
for workers to strike, join unions, or to resist employer 
demands, and so on. 


As Bakunin argued, "the property owners... are likewise 
forced to seek out and purchase labour... but not in the 
same measure... [there is no] equality between those 
who offer their labour and those who purchase it." [Op. 
Cit., p. 183] This ensures that any "free agreements" 
made benefit the capitalists more than the workers (see 
the next section on periods of full employment, when 
conditions tilt in favour of working people). 


Lastly, there is the issue of inequalities in wealth and so 
resources. The capitalist generally has more resources to 
fall back on during strikes and while waiting to find 
employees (for example, large companies with many 
factories can swap production to their other factories if 
one goes on strike). And by having more resources to fall 
back on, the capitalist can hold out longer than the 
worker, so placing the employer in a stronger bargaining 
position and so ensuring labour contracts favour them. 
This was recognised by Adam Smith: 


"It is not difficult to foresee which of the two parties 
[workers and capitalists] must, upon all ordinary 
occasions... force the other into a compliance with their 
terms... In all such disputes the masters can hold out 
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much longer... though they did not employ a single 
workman [the masters] could generally live a year or 
two upon the stocks which they already acquired. Many 
workmen could not subsist a week, few could subsist a 
month, and scare any a year without employment. In the 
long-run the workman may be as necessary to his master 
as his master is to him; but the necessity is not so 
immediate. . . [I]n disputes with their workmen, masters 
must generally have the advantage." [Wealth of 
Nations, pp. 59-60] 


How little things have changed. 


So, while it is definitely the case that no one forces you 
to work for them, the capitalist system is such that you 
have little choice but to sell your liberty and labour on 
the "free market." Not only this, but the labour market 
(which is what makes capitalism capitalism) is (usually) 
skewed in favour of the employer, so ensuring that any 
"free agreements" made on it favour the boss and result 
in the workers submitting to domination and 
exploitation. This is why anarchists support collective 
organisation (such as unions) and resistance (such as 
strikes), direct action and solidarity to make us as, if not 
more, powerful than our exploiters and win important 
reforms and improvements (and, ultimately, change 
society), even when faced with the disadvantages on the 
labour market we have indicated. The despotism 
associated with property (to use Proudhon's expression) 
is resisted by those subject to it and, needless to say, the 
boss does not always win. 
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B.4.4 
BUT WHAT ABOUT PERIODS OF HIGH DEMAND FOR 
LABOUR? 


Of course there are periods when the demand for labour 
exceeds supply, but these periods hold the seeds of 
depression for capitalism, as workers are in an excellent 
position to challenge, both individually and collectively, 
their allotted role as commodities. This point is discussed 
in more detail in section C.7 (What causes the capitalist 
business cycle? ) and so we will not do so here. For now 
it's enough to point out that during normal times (i.e. 
over most of the business cycle), capitalists often enjoy 
extensive authority over workers, an authority deriving 
from the unequal bargaining power between capital and 
labour, as noted by Adam Smith and many others. 





However, this changes during times of high demand for 
labour. To illustrate, let us assume that supply and 
demand approximate each other. It is clear that such a 
situation is only good for the worker. Bosses cannot 
easily fire a worker as there is no one to replace them 
and the workers, either collectively by solidarity or 
individually by "exit" (i.e. quitting and moving to a new 
job), can ensure a boss respects their interests and, 
indeed, can push these interests to the full. The boss 
finds it hard to keep their authority intact or from 
stopping wages rising and causing a profits squeeze. In 
other words, as unemployment drops, workers power 
increases. 


Looking at it another way, giving someone the right to 
hire and fire an input into a production process vests that 
individual with considerable power over that input unless 
it is costless for that input to move; that is unless the 
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input is perfectly mobile. This is only approximated in 
real life for labour during periods of full employment, 
and so perfect mobility of labour costs problems for a 
capitalist firm because under such conditions workers are 
not dependent on a particular capitalist and so the level 
of worker effort is determined far more by the decisions 
of workers (either collectively or individually) than by 
managerial authority. The threat of firing cannot be used 
as a threat to increase effort, and hence production, and 
so full employment increases workers power. 


With the capitalist firm being a fixed commitment of 
resources, this situation is intolerable. Such times are bad 
for business and so occur rarely with free market 
capitalism (we must point out that in neo-classical 
economics, it is assumed that all inputs - including 
capital - are perfectly mobile and so the theory ignores 
reality and assumes away capitalist production itself!). 


During the last period of capitalist boom, the post-war 
period, we can see the breakdown of capitalist authority 
and the fear this held for the ruling elite. The Trilateral 
Commission's 1975 report, which attempted to 
"understand" the growing discontent among the general 
population, makes our point well. In periods of full 
employment, according to the report, there is "an excess 
of democracy." In other words, due to the increased 
bargaining power workers gained during a period of high 
demand for labour, people started thinking about and 
acting upon their needs as humans, not as commodities 
embodying labour power. This naturally had devastating 
effects on capitalist and statist authority: "People no 
longer felt the same compulsion to obey those whom they 
had previously considered superior to themselves in age, 
rank, status, expertise, character, or talent". 
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This loosening of the bonds of compulsion and 
obedience led to "previously passive or unorganised 
groups in the population, blacks, Indians, Chicanos, 
white ethnic groups, students and women... embark[ing] 
on concerted efforts to establish their claims to 
opportunities, rewards, and privileges, which they had 
not considered themselves entitled to before." 


Such an "excess" of participation in politics of course 
posed a serious threat to the status quo, since for the 
elites who authored the report, it was considered 
axiomatic that "the effective operation of a democratic 
political system usually requires some measure of apathy 
and non-involvement on the part of some individuals and 
groups. ... In itself, this marginality on the part of some 
groups is inherently undemocratic, but it is also one of 
the factors which has enabled democracy to function 
effectively." Such a statement reveals the hollowness of 
the establishment's concept of ‘democracy,’ which in 
order to function effectively (i.e. to serve elite interests) 
must be "inherently undemocratic." 


Any period where people feel empowered allows them to 
communicate with their fellows, identify their needs and 
desires, and resist those forces that deny their freedom to 
manage their own lives. Such resistance strikes a deadly 
blow at the capitalist need to treat people as 
commodities, since (to re-quote Polanyi) people no 
longer feel that it “is not for the commodity to decide 
where it should be offered for sale, to what purpose it 
should be used, at what price it should be allowed to 
change hands, and in what manner it should be 
consumed or destroyed." Instead, as thinking and feeling 
people, they act to reclaim their freedom and humanity. 
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As noted at the beginning of this section, the economic 
effects of such periods of empowerment and revolt are 
discussed in section C.7. We will end by quoting the 
Polish economist Michal Kalecki, who noted that a 
continuous capitalist boom would not be in the interests 
of the ruling class. In 1943, in response to the more 
optimistic Keynesians, he noted that "to maintain the 
high level of employment. . . in the subsequent boom, a 
strong opposition of ‘business leaders' is likely to be 
encountered. . . lasting full employment is not at all to 
their liking. The workers would 'get out of hand' and the 
‘captains of industry' would be anxious 'to teach them a 
lesson'" because "under a regime of permanent full 
employment, 'the sack' would cease to play its role as a 
disciplinary measure. The social position of the boss 
would be undermined and the self assurance and class 
consciousness of the working class would grow. Strikes 
for wage increases and improvements in conditions of 
work would create political tension. . . ‘discipline in the 
factories' and ‘political stability' are more appreciated 
by business leaders than profits. Their class interest tells 
them that lasting full employment is unsound from their 
point of view and that unemployment is an integral part 
of the normal capitalist system." [cited by Malcolm C. 
Sawyer, The Economics of Michal Kalecki p. 139, p. 
138] 


Therefore, periods when the demand for labour outstrips 
supply are not healthy for capitalism, as they allow 
people to assert their freedom and humanity -- both fatal 
to the system. This is why news of large numbers of new 
jobs sends the stock market plunging and why capitalists 
are so keen these days to maintain a "natural" rate of 
unemployment (that it has to be maintained indicates that 
it is not "natural"). Kalecki, we must point out, also 
correctly predicted the rise of "a powerful bloc" between 
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"big business and the rentier interests" against full 
employment and that "they would probably find more 
than one economist to declare that the situation was 
manifestly unsound." The resulting "pressure of all these 
forces, and in particular big business" would "induce the 
Government to return to. . . orthodox policy." [Kalecki, 
cited Op. Cit., p. 140] This is exactly what happened in 
the 1970s, with the monetarists and other sections of the 
"free market" right providing the ideological support for 
the business lead class war, and whose "theories" (when 
applied) promptly generated massive unemployment, 
thus teaching the working class the required lesson. 


So, although detrimental to profit-making, periods of 
recession and high unemployment are not only 
unavoidable but are necessary to capitalism in order to 
"discipline" workers and "teach them a lesson." And in 
all, it is little wonder that capitalism rarely produces 
periods approximating full employment -- they are not in 
its interests (see also section C.9). The dynamics of 
capitalism makes recession and unemployment 
inevitable, just as it makes class struggle (which creates 
these dynamics) inevitable. 


B.4.5 
BUT I WANT TO BE "LEFT ALONE"! 


It is ironic that supporters of laissez-faire capitalism, 
such as "Libertarians" and "anarcho"-capitalists, should 
claim that they want to be "left alone," since capitalism 
never allows this. As Max Stirner expressed it: 


"Restless acquisition does not let us take breath, take a 
calm enjoyment. We do not get the comfort of our 
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possessions. . ." [Max Stirner The Ego and Its Own, p. 
268] 


Capitalism cannot let us "take breath" simply because it 
needs to grow or die, which puts constant pressure on 
both workers and capitalists (see section D.4.1). Workers 
can never relax or be free of anxiety about losing their 
jobs, because if they do not work, they do not eat, nor 
can they ensure that their children will get a better life. 
Within the workplace, they are not "left alone" by their 
bosses in order to manage their own activities. Instead, 
they are told what to do, when to do it and how to do it. 
Indeed, the history of experiments in workers' control 
and self-management within capitalist companies 
confirms our claims that, for the worker, capitalism is 
incompatible with the desire to be "left alone." As an 
illustration we will use the ''Pilot Program" conducted 
by General Electric between 1968 and 1972. 


General Electric proposed the "Pilot Program" as a 
means of overcoming the problems they faced with 
introducing Numeric Control (N/C) machinery into its 
plant at Lynn River Works, Massachusetts. Faced with 
rising tensions on the shop floor, bottle-necks in 
production and low-quantity products, GE management 
tried a scheme of "job enrichment" based on workers' 
control of production in one area of the plant. By June 
1970 the workers' involved were "on their own" (as one 
manager put it) and "/iJn terms of group job enlargement 
this was when the Pilot Project really began, with 
immediate results in increased output and machine 
utilisation, and a reduction on manufacturing losses. As 
one union official remarked two years later, 'The fact 
that we broke down a traditional policy of GE [that the 
union could never have a hand in managing the 
business] was in itself satisfying, especially when we 
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could throw success up to them to boot." [David Noble, 
Forces of Production, p. 295] 


The project, after some initial scepticism, proved to be a 
great success with the workers involved. Indeed, other 
workers in the factory desired to be included and the 
union soon tried to get it spread throughout the plant and 
into other GE locations. The success of the scheme was 
that it was based on workers' managing their own affairs 
rather than being told what to do by their bosses -- "We 
are human beings," said one worker, "and want to be 
treated as such." [quoted by Noble, Op. Cit., p. 292] To 
be fully human means to be free to govern oneself in all 
aspects of life, including production. 


However, just after a year of the workers being given 
control over their working lives, management stopped 
the project. Why? "Jn the eyes of some management 
supporters of the ‘experiment,’ the Pilot Program was 
terminated because management as a whole refused to 
give up any of its traditional authority . . . [t]he Pilot 
Program foundered on the basic contradiction of 
capitalist production: Who's running the shop?" [Noble, 
Op. Cit., p. 318] 


Noble goes on to argue that to GE's top management, 
"the union's desire to extend the program appeared as a 
step toward greater workers control over production 
and, as such, a threat to the traditional authority rooted 
in private ownership of the means of production. Thus 
the decision to terminate represented a defence not only 
of the prerogatives of production supervisors and plant 
managers but also of the power vested in property 
ownership." [Ibid.] Noble notes that this result was not 
an isolated case and that the "demise of the GE Pilot 
Program followed the typical pattern for such ‘job 
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enrichment experiments'" [Op. Cit., p. 320] Even though 
"[s ]everal dozen well-documented experiments show that 
productivity increases and social problems decrease 
when workers participant in the work decisions affecting 
their lives" [Department of Health, Education and 
Welfare study quoted by Noble, Op. Cit., p. 322] such 
schemes are ended by bosses seeking to preserve their 
own power, the power that flows from private property. 


As one worker in the GE Pilot Program stated, "/w/e just 
want to be left alone." They were not -- capitalist social 
relations prohibit such a possibility (as Noble correctly 
notes, "the 'way of life’ for the management meant 
controlling the lives of others" [Op. Cit., p. 294 and p. 
300]). In spite of improved productivity, projects in 
workers’ control are scrapped because they undermined 
both the power of the capitalists -- and by undermining 
their power, you potentially undermine their profits too 
("If we're all one, for manufacturing reasons, we must 
share in the fruits equitably, just like a co-op business." 
[GE Pilot Program worker, quoted by Noble, Op. Cit., p. 
295)). 


AS we argue in more detail in section J.5.12, profit 
maximisation can work against efficiency, meaning that 
capitalism can harm the overall economy by promoting 
less efficient production techniques (i.e. hierarchical 
ones against egalitarian ones) because it is in the 
interests of capitalists to do so and the capitalist market 
rewards that behaviour. This is because, ultimately, 
profits are unpaid labour. If you empower labour, give 
workers' control over their work then they will increase 
efficiency and productivity (they know how to do their 
job the best) but you also erode authority structures 
within the workplace. Workers' will seek more and more 
control (freedom naturally tries to grow) and this, as the 
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Pilot Program worker clearly saw, implies a co-operative 
workplace in which workers’, not managers, decide what 
to do with the surplus produced. By threatening power, 
you threaten profits (or, more correctly, who controls the 
profit and where it goes). With the control over 
production and who gets to control any surplus in 
danger, it is unsurprising that companies soon abandon 
such schemes and return to the old, less efficient, 
hierarchical schemes based on "Do what you are told, for 
as long as you are told." Such a regime is hardly fit for 
free people and, as Noble notes, the regime that replaced 
the GE Pilot Program was "designed to 'break' the pilots 
of their new found ‘habits' of self-reliance,  self- 
discipline, and self-respect." [Op. Cit., p. 307] 


Thus the experience of workers' control project within 
capitalist firms indicates well that capitalism cannot 
"leave you alone" if you are a wage slave. 


Moreover, capitalists themselves cannot relax because 
they must ensure their workers' productivity rises faster 
than their workers’ wages, otherwise their business will 
fail (see sections C.2 and C.3). This means that every 
company has to innovate or be left behind, to be put out 
of business or work. Hence the boss is not "left alone" -- 
their decisions are made under the duress of market 
forces, of the necessities imposed by competition on 
individual capitalists. Restless acquisition -- in this 
context, the necessity to accumulate capital in order to 
survive in the market -- always haunts the capitalist. And 
since unpaid labour is the key to capitalist expansion, 
work must continue to exist and grow -- necessitating the 
boss to control the working hours of the worker to ensure 
that they produce more goods than they receive in 
wages. The boss is not "left alone" nor do they leave the 
worker alone. 
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These facts, based upon the authority relations associated 
with private property and relentless competition, ensure 
that the desire to be "left alone" cannot be satisfied under 
capitalism. 


As Murray Bookchin observes: 


"Despite their assertions of autonomy and distrust of 
state authority . . . classical liberal thinkers did not in 
the last instance hold to the notion that the individual is 
completely free from lawful guidance. Indeed, their 
interpretation of autonomy actually presupposed quite 
definite arrangements beyond the individual -- notably, 
the laws of the marketplace. Individual autonomy to the 
contrary, these laws constitute a social organising 
system in which all ‘collections of individuals' are held 
under the sway of the famous ‘invisible hand' of 
competition. Paradoxically, the laws of the marketplace 
override the exercise of ‘free will' by the same sovereign 
individuals who otherwise constitute the "collection of 
individuals." ["Communalism: |The — Democratic 
Dimension of Anarchism", p. 4, Democracy and Nature 
no. 8, pp. 1-17] 


Human interaction is an essential part of life. Anarchism 
proposes to eliminate only undesired social interactions 
and authoritarian impositions, which are inherent in 
capitalism and indeed in any hierarchical form of socio- 
economic organisation (e.g. state socialism). Hermits 
soon become less than human, as social interaction 
enriches and develops individuality. Capitalism may 
attempt to reduce us to hermits, only "connected" by the 
market, but such a denial of our humanity and 
individuality inevitably feeds the spirit of revolt. In 
practice the "laws" of the market and the hierarchy of 
capital will never "leave one alone," but instead, crush 
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one's individuality and freedom. Yet this aspect of 
capitalism conflicts with the human "instinct for 
freedom," as Noam Chomsky describes it, and hence 
there arises a counter-tendency toward radicalisation and 
rebellion among any oppressed people (see section J). 


One last point. The desire to "be left alone" often 
expresses two drastically different ideas -- the wish to be 
your own master and manage your own affairs and the 
desire by bosses and landlords to have more power over 
their property. However, the authority exercised by such 
owners over their property is also exercised over those 
who use that property. Therefore, the notion of "being 
left alone" contains two contradictory aspects within a 
class ridden and _ hierarchical society. Obviously 
anarchists are sympathetic to the first, inherently 
libertarian, aspect -- the desire to manage your own life, 
in your own way -- but we reject the second aspect and 
any implication that it is in the interests of the governed 
to leave those in power alone. Rather, it is in the interest 
of the governed to subject those with authority over them 
to as much control as possible -- for obvious reasons. 


Therefore, working people are more or less free to the 
extent that they restrict the ability of their bosses to be 
"left alone." One of the aims of anarchists within a 
capitalist society is ensure that those in power are not 
"left alone" to exercise their authority over those subject 
to it. We see solidarity, direct action and workplace and 
community organisation as a means of interfering with 
the authority of the state, capitalists and property owners 
until such time as we can destroy such authoritarian 
social relationships once and for all. 


Hence anarchist dislike of the term "laissez-faire" -- 
within a class society it can only mean protecting the 
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powerful against the working class (under the banner of 
"neutrally" enforcing property rights and so the power 
derived from them). However, we are well aware of the 
other, libertarian, vision expressed in the desire to be 
"left alone." That is the reason we have discussed why 
capitalist society can never actually achieve that desire -- 
it is handicapped by its hierarchical and competitive 
nature -- and how such a desire can be twisted into a 
means of enhancing the power of the few over the many. 
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B.5 
IS CAPITALISM EMPOWERING AND BASED ON 
HUMAN ACTION? 





A key element of the social vision propounded by 
capitalism, particularly "libertarian" capitalism, is that of 
"voting" by the "customer," which is compared to 
political voting by the "citizen." According to Milton 
Friedman, "when you vote in the supermarket, you get 
precisely what you voted for and so does everyone else." 
Such "voting" with one's pocket is then claimed to be an 
example of the wonderful "freedom" people enjoy under 
capitalism (as opposed to "socialism," always equated by 
right-wingers with state socialism, which will be 
discussed in section H). However, in evaluating this 
claim, the difference between customers and citizens is 
critical. 


The customer chooses between products on the shelf that 
have been designed and built by others for the purpose of 
profit. The consumer is the end-user, essentially a 
spectator rather than an actor, merely choosing between 
options created elsewhere by others. Market decision 
making is therefore fundamentally passive and 
reactionary, i.e. based on reacting to developments 
initiated by others. In contrast, the "citizen" is actively 
involved, at least ideally, in all stages of the decision 
making process, either directly or through elected 
delegates. Therefore, given decentralised and 
participatory-democratic organisations, decision making 
by citizens can be pro-active, based on human action in 
which one takes the initiative and sets the agenda 
oneself. Indeed, most supporters of the "citizen" model 
support it precisely because it actively involves 
individuals in participating in social decision making, so 
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creating an educational aspect the process and 
developing the abilities and powers of those involved. 


In addition, the power of the consumer is not evenly 
distributed across society. Thus the expression "voting" 
when used in a market context expresses a radically 
different idea than the one usually associated with it. In 
political voting everyone gets one vote, in the market it 
is one vote per dollar. What sort of "democracy" is it that 
gives one person more votes than tens of thousands of 
others combined? 


Therefore the "consumer" idea fails to take into account 
the differences in power that exist on the market as well 
as assigning an essentially passive role to the individual. 
At best they can act on the market as isolated individuals 
through their purchasing power. However, such a 
position is part of the problem for, as E.F. Schumacher 
argues, the "buyer is essentially a bargain hunter; he is 
not concerned with the origin of the goods or the 
conditions under which they have been produced. His 
sole concern is to obtain the best value for money." He 
goes on to note that the market "therefore respects only 
the surface of society and its significance relates to the 
momentary situation as it exists there and then. There is 
no probing into the depths of things, into the natural or 
social facts that lie behind them." [Small is Beautiful, p. 
29] 


Indeed, the "customer" model actually works against 
any attempt to "probe" the facts of things. Firstly, 
consumers rarely know the significance or implications 
of the goods they are offered because the price 
mechanism withholds such information from them. 
Secondly, because the atomistic nature of the market 
makes discussion about the "why" and "how" of 
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production difficult -- we get to choose between various 
"whats". Instead of critically evaluating the pros and 
cons of certain economic practices, all we are offered is 
the option of choosing between things already produced. 
We can only re-act when the damage is already done by 
picking the option which does least damage (often we do 
not have even that choice). And to discover a given 
products social and ecological impact we have to take a 
pro-active role by joining groups which provide this sort 
of information (information which, while essential for a 
rational decision, the market does not and cannot 
provide). 


Moreover, the "consumer" model fails to recognise that 
the decisions we make on the market to satisfy our 
"wants" are determined by social and market forces. 
What we are capable of wanting is relative to the forms 
of social organisation we live in. For example, people 
choose to buy cars because General Motors bought up 
and destroyed the tram network in the 1930s and people 
buy "fast food" because they have no time to cook 
because of increasing working hours. This means that 
our decisions within the market are often restricted by 
economic pressures. For example, the market forces 
firms, on pain of bankruptcy, to do whatever possible to 
be cost-effective. Firms that pollute, have bad working 
conditions and so on often gain competitive advantage in 
so doing and other firms either have to follow suit or go 
out of business. A "race to the bottom" ensures, with 
individuals making "decisions of desperation" just to 
survive. Individual commitments to certain values, in 
other words, may become irrelevant simply because the 
countervailing economic pressures are simply too intense 
(little wonder Robert Owen argued that the profit motive 
was "a principle entirely unfavourable to individual and 
public happiness"). 
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And, of course, the market also does not, and cannot, 
come up with goods that we do not want in our capacity 
as consumers but desire to protect for future generations 
or because of ecological reasons. By making the 
protection of the planet, eco-systems and other such 
"goods" dependent on the market, capitalism ensures that 
unless we put our money where our mouth is we can 
have no say in the protection of such goods as eco- 
systems, historical sites, and so on. The need to protect 
such "resources" in the long term is ignored in favour of 
short-termism -- indeed, if we do not "consume" such 
products today they will not be there tomorrow. Placed 
within a society that the vast majority of people often 
face difficulties making ends meet, this means that 
capitalism can never provide us with goods which we 
would like to see available as people (either for others or 
for future generations or just to protect the planet) but 
cannot afford or desire as consumers. 


It is clearly a sign of the increasing dominance of 
capitalist ideology that the "customer" model is being 
transferred to the political arena. This reflects the fact 
that the increasing scale of political institutions has 
reinforced the tendency noted earlier for voters to 
become passive spectators, placing their "support" 
behind one or another "product" (i.e. party or leader). As 
Murray Bookchin comments, "educated, knowledgeable 
citizens become reduced to mere taxpayers who 
exchange money for 'services.'" [Remaking Society, p. 
71] In practice, due to state centralism, this turns the 
political process into an extension of the market, with 
"citizens" being reduced to "consumers." Or, in Erich 
Fromm's apt analysis, "The functioning of the political 
machinery in a democratic country is not essentially 
different from the procedure on the commodity market. 
The political parties are not too different from big 
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commercial enterprises, and the professional politicians 
try to sell their wares to the public." [The Sane Society, 
pp. 186-187] 


But does it matter? Friedman suggests that being a 
customer is better than being a citizen as you get 
"precisely" what you, and everyone else, wants. 


The key questions here are whether people always get 
what they want when they shop. Do consumers who buy 
bleached newsprint and toilet paper really want tons of 
dioxins and other organochlorides in rivers, lakes and 
coastal waters? Do customers who buy cars really want 
traffic jams, air pollution, motorways carving up the 
landscape and the greenhouse effect? And what of those 
who do not buy these things? They are also affected by 
the decisions of others. The notion that only the 
consumer is affected by his or her decision is nonsense -- 
as is the childish desire to get "precisely" what you want, 
regardless of the social impact. 


Perhaps Friedman could claim that when we consume 
we also approve of its impact. But when we "vote" on 
the market we cannot say that we approved of the 
resulting pollution (or distribution of income or power) 
because that was not a choice on offer. Such changes are 
pre-defined or an aggregate outcome and can only be 
chosen by a collective decision. In this way we can 
modify outcomes we could bring about individually but 
which harm us collectively. And unlike the market, in 
politics we can change our minds and revert back to a 
former state, undue the mistakes made. No such option is 
available on the market. 
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So Friedman's claims that in elections “you end up with 
something different from what you voted for" is equally 
applicable to the market place. 


These considerations indicate that the "consumer" model 
of human action is somewhat limited (to say the least!). 
Instead we need to recognise the importance of the 
"citizen" model, which we should point out includes the 
"consumer" model within it. Taking part as an active 
member of the community does not imply that we stop 
making individual consumption choices between those 
available, all it does is potentially enrich our available 
options by removing lousy choices (such as ecology or 
profit, cheap goods or labour rights, family or career). 


In addition we must stress its role in developing those 
who practice the "citizen" model and how it can enrich 
our social and personal life. Being active within 
participatory institutions fosters and develops an active, 
"public-spirited" type of character. Citizens, because 
they are making collective decisions have to weight 
other interests as well as their own and so consider the 
impact on themselves, others, society and_ the 
environment of possible decisions. It is, by its very 
nature, an educative process by which all benefit by 
developing their critical abilities and expanding their 
definition of self-interest to take into account themselves 
as part of a society and eco-system as well as as an 
individual. The "consumer" model, with its passive and 
exclusively private/money orientation develops few of 
people's faculties and narrows their self-interest to such a 
degree that their "rational" actions can actually 
(indirectly) them. 


As Noam Chomsky argues, it is "now widely realised 
that the economists ‘externalities’ can no longer be 
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consigned to footnotes. No one who gives a moment's 
thought to the problems of contemporary society can fail 
to be aware of the social costs of consumption and 
production, the progressive destruction of the 
environment, the utter irrationality of the utilisation of 
contemporary technology, the inability of a system based 
on profit or growth maximisation to deal with needs that 
can only be expressed collectively, and the enormous 
bias this system imposes towards maximisation of 
commodities for personal use in place of the general 
improvement of the quality of life..." [Radical Priorities, 
p. 223] 


Thus "citizen" model takes on board the fact that the sum 
of rational individual decisions may not yield a rational 
collective outcome (which, we must add, harms the 
individuals involved and so works against their self- 
interest). Social standards, created and enriched by a 
process of discussion and dialogue can be effective in 
realms where the atomised "consumer" model is 
essentially powerless to achieve constructive social 
change, nevermind protect the individual from 
"agreeing" to "decisions of desperation" that leave them 
and society as a whole worse off (see also sections E.4 
and E.5). 


This is not to suggest that anarchists desire to eliminate 
individual decision making, far from it. An anarchist 
society will be based upon individual's making decisions 
on what they want to consume, where they want to work, 
what kind of work they want to do and so on. So the aim 
of the "citizen" model is not to "replace" the "consumer" 
model, but only to improve the social environment 
within which we make our individual consumption 
decisions. What the "citizen" model of human action 
desires is to place such decisions within a social 


347 


framework, one that allows to take an active part in 
improving the quality of life for us all by removing 
"Hobson choices" as far as possible. 


348 


B.6 

BUT WILL NOT THE DECISIONS MADE BY 
INTELLIGENT INDIVIDUALS WITH THEIR OWN 
FINANCIAL SUCCESS OR FAILURE ON THE LINE 
BE BETTER MOST OF THE TIME? 








This question refers to an argument commonly used by 
capitalists to justify the fact that investment decisions are 
removed from public control under capitalism, with 
private investors making all the decisions. Clearly the 
assumption behind this argument is that individuals 
suddenly lose their intelligence when they get together 
and discuss their common interests. But surely, through 
debate, we can enrich our ideas by social interaction. In 
the marketplace we do not discuss but instead act as 
atomised individuals. 


This issue involves the "Jsolation Paradox," according to 
which the very logic of individual decision-making is 
different from that of collective decision-making. An 
example is the “tyranny of small decisions." Let us 
assume that in the soft drink industry some companies 
start to produce (cheaper) non-returnable bottles. The 
end result of this is that most, if not all, the companies 
making returnable bottles lose business and switch to 
non-returnables. Result? Increased waste and 
environmental destruction. 


This is because market price fails to take into account 
social costs and benefits, indeed it mis-estimates them 
for both buyer/seller and to others not involved in the 
transaction. This is because, as Schumacher points out, 
the “strength of the idea of private enterprise lies in its 
terrifying simplicity. It suggests that the totality of life 
can be reduced to one aspect - profits..." [Small is 
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Beautiful, p. 215] But life cannot be reduced to one 
aspect without impoverishing it and so capitalism 
"knows the price of everything but the value of nothing." 


Therefore the market promotes "the tyranny of small 
decisions" and this can have negative outcomes for those 
involved. The capitalist "solution" to this problem is no 
solution, namely to act after the event. Only after the 
decisions have been made and their effects felt can 
action be taken. But by then the damage has been done. 
Can suing a company really replace a fragile eco- 
system? In addition, the economic context has been 
significantly altered, because investment decisions are 
often difficult to unmake. 


In other words, the operations of the market provide an 
unending source of examples for the argument that the 
aggregate results of the pursuit of private interest may 
well be collectively damaging. And as collectives are 
made up of individuals, that means damaging to the 
individuals involved. The remarkable ideological success 
of "free market" capitalism is to identify the anti-social 
choice with self-interest, so that any choice in the favour 
of the interests which we share collectively is treated as a 
piece of self-sacrifice. However, by atomising decision 
making, the market often actively works against the self- 
interest of the individuals that make it up. 


Game theory is aware that the sum of rational choices do 
not automatically yield a rational group outcome. Indeed, 
it terms such situations as "collective action" problems. 
By not agreeing common standards, a "race to the 
bottom" can ensue in which a given society reaps 
choices that we are individuals really don't want. The 
rational pursuit of individual self-interest leaves the 
group, and so most individuals, worse off. The problem 
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is not bad individual judgement (far from it, the 
individual is the only person able to know what is best 
for them in a given situation). It is the absence of social 
discussion and remedies that compels people to make 
unbearable choices because the available menu presents 
no good options. 


By not discussing the impact of their decisions with 
everyone who will be affected, the individuals in 
question have not made a better decision. Of course, 
under our present highly centralised statist and capitalist 
system, such a discussion would be impossible to 
implement, and its closest approximation -- the election 
process -- is too vast, bureaucratic and dominated by 
wealth to do much beyond passing a few toothless laws 
which are generally ignored when they hinder profits. 


However, let's consider what the situation would be like 
under libertarian socialism, where the local community 
assemblies discuss the question of returnable bottles 
along with the workforce. Here the function of specific 
interest groups (such as consumer co-operatives, ecology 
groups, workplace Research and Development action 
committees and so on) would play a critical role in 
producing information. Knowledge, as Bakunin, 
Kropotkin, etc. knew, is widely dispersed throughout 
society and the role of interested parties is essential in 
making it available to others. Based upon this 
information and the debate it provokes, the collective 
decision reached would most probably favour 
returnables over waste. This would be a better decision 
from a social and ecological point of view, and one that 
would benefit the individuals who discussed and agreed 
upon its effects on themselves and their society. 
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In other words, anarchists think we have to take an active 
part in creating the menu as well as picking options from 
it which reflect our individual tastes and interests. 


It needs to be emphasised that such a system does not 
involve discussing and voting on everything under the 
sun, which would paralyse all activity. To the contrary, 
most decisions would be left to those interested (e.g. 
workers decide on administration and day-to-day 
decisions within the factory), the community decides 
upon policy (e.g. returnables over waste). Neither is it a 
case of electing people to decide for us, as the 
decentralised nature of the confederation of communities 
ensures that power lies in the hands of local people. 


This process in no way implies that "society" decides 
what an individual is to consume. That, like all decisions 
affecting the individual only, is left entirely up to the 
person involved. Communal decision-making is for 
decisions that impact both the individual and society, 
allowing those affected by it to discuss it among 
themselves as equals, thus creating a rich social context 
within which individuals can act. This is an obvious 
improvement over the current system, where decisions 
that often profoundly alter people's lives are left to the 
discretion of an elite class of managers and owners, who 
are supposed to "know best." 


There is, of course, the danger of "tyranny of the 
majority" in any democratic system, but in a direct 
libertarian democracy, this danger would be greatly 
reduced, for reasons discussed in section 1.5.6 ( Won't 


there be a danger of a "tyranny of the majority" under 
libertarian socialism?). 
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B.7 
WHAT CLASSES EXIST WITHIN _ MODERN 
SOCIETY? 





For anarchists, class analysis is an important means of 
understanding the world and what is going on in it. 
While recognition of the fact that classes actually exist is 
less prevalent now than it once was, this does not mean 
that classes have ceased to exist. Quite the contrary. As 
we'll see, it means only that the ruling class has been 
more successful than before in obscuring the existence of 
class. 


Class can be objectively defined: the relationship 
between an individual and the sources of power within 
society determines his or her class. We live in a class 
society in which a few people possess far more political 
and economic power than the majority, who usually 
work for the minority that controls them and the 
decisions that affect them. This means that class is based 
both on exploitation and oppression, with some 
controlling the labour of others for their own gain. The 
means of oppression have been indicated in earlier parts 
of section B, while section C (What are the myths of 
capitalist economics?) indicates exactly how exploitation 
occurs within a society apparently based on free and 
equal exchange. In addition, it also highlights the effects 
on the economic system itself of this exploitation. The 
social and political impact of the system and the classes 
and hierarchies it creates is discussed in depth in section 


D (How does statism and capitalism affect society?). 


We must emphasise at the outset that the idea of the 
"working class" as composed of nothing but industrial 
wage slaves is simply false. It is not applicable today, if 
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it ever was. Power, in terms of hire/fire and investment 
decisions, is the important thing. Ownership of capital as 
a means of determining a person's class is not as useful 
as once was, since even many working-class people now 
own shares (although not enough to live on or to give 
them any say in how a company is run) and since most 
large companies are owned by other large companies, 
through pension funds, multinationals, etc. Hence we 
now have a situation in which the people who have 
massive power may technically be "salary slaves" 
(managing directors, etc.) while, obviously, they are 
members of the ruling class in practice. 


For most anarchists, there are two main classes: 


(1) Working class -- those who have to work for a living 
but have no real control over that work or other major 
decisions that affect them, i.e. order-takers. This class 
also includes the unemployed, pensioners, etc., who have 
to survive on handouts from the state. They have little 
wealth and little (official) power. This class includes the 
growing service worker sector, most (if not the vast 
majority) of "white collar" workers as well as traditional 
"blue collar" industrial workers. 


(2) Ruling class -- those who control investment 
decisions, determine high level policy, set the agenda for 
capital and state. This is the elite at the top, owners or 
top managers of large companies, multinationals and 
banks, owners of large amounts of land, top state 
officials, politicians, the aristocracy, and so forth. They 
have real power within the economy and/or state, and so 
control society. This groups consists of around the top 5- 
15% of the population. 
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Obviously there are "grey" areas in any society, 
individuals and groups who do not fit exactly into either 
the working or ruling class. Such people include those 
who work but have some control over other people, e.g. 
power of hire/fire. These are the people who make the 
minor, day-to-day decisions concerning the running of 
capital or state. This area includes lower to middle 
management, professionals, and small capitalists. 


There is some argument within the anarchist movement 
whether this "grey" area constitutes another ("middle") 
class or not. Most anarchists say no, most of this "grey" 
area are working class, others (such as the British Class 
War Federation) argue it is a different class. One thing 
is sure, all anarchists agree that this "grey" area has an 
interest in getting rid of the current system just as much 
as the working class (we should point out here that what 
is usually called "middle class" in the USA and 
elsewhere is nothing of the kind, and usually refers to 
working class people with decent jobs, homes, etc. As 
class is a considered a rude word in polite society in the 
USA, such mystification is to be expected). 


So, there will be exceptions to this classification scheme. 
However, most of society share common interests, as 
they face the economic uncertainties and hierarchical 
nature of capitalism. 


We do not aim to fit all of reality into this class scheme, 
but only to develop it as reality indicates, based on our 
own experiences of the changing patterns of modern 
society. Nor is this scheme intended to suggest that all 
members of a class have identical interests or that 
competition does not exist between members of the same 
class, as it does between the classes. Capitalism, by its 
very nature, is a competitive system. As Malatesta 
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pointed out, “one must bear in mind that on the one hand 
the bourgeoisie (the property owners) are always at war 
amongst themselves. . . and that on the other hand the 
government, though springing from the bourgeoisie and 
its servant and protector, tends, as every servant and 
every protector, to achieve its own emancipation and to 
dominate whoever it protects. Thus the game of the 
swings, the manoeuvres, the concessions and_ the 
withdrawals, the attempts to find allies among the people 
and against the conservatives, and among conservatives 
against the people, which is the science of the governors, 
and which blinds the ingenuous and phlegmatic who 
always wait for salvation to come down to them from 
above." [Anarchy, p. 22] 


However, no matter how much inter-elite rivalry goes 
on, at the slightest threat to the system from which they 
benefit, the ruling class will unite to defend their 
common interests. Once the threat passes, they will 
return to competing among themselves for power, 
market share and wealth. Unfortunately, the working 
class rarely unites as a class, mainly due to its chronic 
economic and social position. At best, certain sections 
unite and experience the benefits and pleasure of co- 
operation. Anarchists, by their ideas and action try to 
change this situation and encourage solidarity within the 
working class in order to resist, and ultimately get rid of, 
capitalism. However, their activity is helped by the fact 
that those in struggle often realise that "solidarity is 
strength" and so start to work together and unite their 
struggles against their common enemy. Indeed, history is 
full of such developments. 
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B.7.1 
BUT DO CLASSES ACTUALLY EXIST? 


So do classes actually exist, or are anarchists making 
them up? The fact that we even need to consider this 
question points to the pervasive propaganda efforts by 
the ruling class to suppress class consciousness, which 
will be discussed further on. First, however, let's 
examine some statistics, taking the USA as an example 
(mostly because class is seldom talked about there, 
although its business class is very class conscious). We 
find that in 1986, the share of total US income was as 
follows: 


One third went to the bottom 60% of society, one third to 
the next 30% and one third to the top 10%. In terms of 
total national wealth, the bottom 90% owned a third, 
another third went to the next 9% of the population and 
one third went to the top 1%. Since then, the top 1% has 
managed to raise its share to 40%, showing that class 
lines have been greatly tightened during the past decade 
(see below). 


In 1983 the richest 0.5% owned more than 45% of the 
nation's privately held net wealth. This included 47% of 
all corporated stock, 62% of non-taxable bonds, and 77% 
of all trusts. 60% of all US families owned less than 
$5,000 in assets. Half owned $2,300 in assets, or less. In 
1986, the top 1% of families owned about 53% of all 
income-producing wealth. Only about 51 million 
Americans directly own stocks or shares in stock mutual 
funds, which is about 19% of the American population 
of which the top 5% own 95% of all shares. The richest 
1% of households in America (about 2 million adults) 
owned 35% of the stock owned by individuals in 1992 - 


So 


with the top 10% owning over 81%. The bottom 90% of 
the US population has a smaller share (23%) of all kinds 
of investable capital than the richest 0.5% (who own 
29%). 


The USA leads the industrialised world in poverty -- 
17% of those below age 18 and around 15% of the total 
population. 22% earn less than half the median income. 
Forty percent of African-American children lived in 
poverty in 1986. 


All these facts prove that classes do in fact exist, with 
wealth and power concentrating at the top of society, in 
the hands of the few. 

The following figures from the US Census Bureau show 
the rate at which wealth polarisation, and hence the 
tightening of class lines, has been preceding over the 
past 20 years: 

Percentage Share of Aggregate Household Income by 
Quintile: 1974-1994 


Lowest Second ‘Third Fourth Highest Top 5% 


1974: |4.3 10.6 17.0 (24.6 43.5 16.5 


1984: |4.0 9.9 16.3 24.6 (45.2 17.1 


1994: |3.6 8.9 15.0 |23.4 |49.1 212 


Percentage increase/decrease from '74 to '94: 
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Lowest Quintile: -16% 


Second Quintile: -16% 


Middle Quintile: -11.7% 


Fourth Quintile: -4.9% 


Highest Quintile : |+12.9% 





Top 5%: +28.5% 


In 1994, the income gap between the top quintile 
(49.1%) and the bottom quintile (3.6%) was the biggest 
ever recorded. Clearly it was not just households in the 
bottom two-fifths who lost ground over the past 20 
years, but those in the middle as well. The earnings of a 
typical full time-worker fell more than $300 in 1993. In 
fact, as can be seen from the percentage decreases, an 
amazing 80% of the population was in decline while the 
top 20% got richer. It's actually more skewed than that, 
however, because 9.9 percent of the top fifth's 12.9 
percent increase went to the upper 5 percent. 


Although the percentage share of wealth owned by the 
richest individuals and families in the US has been rising 
steadily since the mid-fifties, the rate of concentration at 
the top accelerated more during the eighties than at any 
time on record. According to a report in the New York 
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Times, the number of billionaires nearly doubled in 1986 
-- from fourteen to twenty-six -- in one year alone! 


By far the biggest gainers from the wealth concentration 
of the last two decades have been the super-rich. No 
wonder US politicians have recently been dusting off 
their anti-class rhetoric! 


The recent increase in wealth polarisation is due partly to 
the increased globalisation of capital, which lowers the 
wages of workers in the advanced industrial countries by 
putting them in competition for jobs with workers in the 
Third World. This, combined with "trickle-down" 
economic policies of tax cuts for the wealthy, tax raises 
for the working classes, the maintaining of a "natural" 
law of unemployment (which weakens unions and 
workers power) and cutbacks in social programs, has 
seriously eroded living standards for all but the upper 
strata -- a process that is clearly leading toward social 
breakdown, with effects that will be discussed later (see 
section D.9). 


Moreover, as Doug Henwood notes, "/i/nternational 
measures put the United States in a disgraceful light. . . 
The soundbite version of the LIS [Luxembourg Income 
Study] data is this: for a country th[at] rich, [it] ha[s] a 
lot of poor people." Henwood looked at both relative and 
absolute measures of income and poverty using the 
cross-border comparisons of income distribution 
provided by the LIS and discovered that "[fJor a country 
that thinks itself universally middle class [i.e. middle 
income], the United States has the second-smallest 
middle class of the nineteen countries for which good 
LIS data exists." Only Russia, a country in near-total 
collapse was worse (40.9% of the population where 
middle income compared to 46.2% in the USA. 
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Households were classed as poor is their incomes were 
under 50 percent of the national medium; near-poor, 
between 50 and 62.5 percent; middle, between 62.5 and 
150 percent; and well-to-do, over 150 percent. The USA 
rates for poor (19.1%), near-poor (8.1%) and middle 
(46.2%) were worse than European countries like 
Germany (11.1%, 6.5% and 64%), France (13%, 7.2% 
and 60.4%) and Belgium (5.5%, 8.0% and 72.4%) as 
well as Canada (11.6%, 8.2% and 60%) and Australia 
(14.8%, 10% and 52.5%). 


The reasons for this? Henwood states that the "reasons 
are clear -- weak unions and a weak welfare state. The 
social-democratic states -- the ones that interfere most 
with market incomes -- have the largest [middles 
classes]. The US poverty rate is nearly twice the average 
of the other eighteen." Needless to say, "middle class" as 
defined by income is a very blunt term (as Henwood 
states). It says nothing about property ownership or 
social power, for example, but income is often taken in 
the capitalist press as the defining aspect of "class" and 
so is useful to analyse in order to refute the claims that 
the free-market promotes general well-being (i.e. a larger 
"middle class"). That the most free-market nation has the 
worse poverty rates and the smallest "middle class" 
indicates well the anarchist claim that capitalism, left to 
its own devices, will benefit the strong (the ruling class) 
over the weak (the working class) via "free exchanges" 
on the "free" market (as we argue in section C.7, only 
during periods of full employment -- and/or wide scale 
working class solidarity and militancy -- does the 
balance of forces change in favour of working class 
people. Little wonder, then, that periods of full 
employment also see falling inequality -- see James K. 
Galbraith's Created Unequal for more details on the 
correlation of unemployment and inequality). 
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Of course, it could be objected that this relative measure 
of poverty and income ignores the fact that US incomes 
are among the highest in the world, meaning that the US 
poor may be pretty well off by foreign standards. 
Henwood refutes this claim, noting that “even on 
absolute measures, the US performance is embarrassing. 
LIS researcher Lane Kenworthy estimated poverty rates 
for fifteen countries using the US poverty line as the 
benchmark. .. Though the United States has the highest 
average income, it's far from having the lowest poverty 
rate." Only Italy, Britain and Australia had higher levels 
of absolute poverty (and Australia exceeded the US 
value by 0.2%, 11.9% compared to 11.7%). Thus, in 
both absolute and relative terms, the USA compares 
badly with European countries. [Doug Henwood, 
"Booming, Borrowing, and Consuming: The US 
Economy in 1999", pp.120-33, Monthly Review, vol. 
51, no. 3, pp. 129-31] 


Faced with these facts, many supporters of capitalism 
still deny the obvious. They do so by confusing a caste 
system with a class system. In a caste system, those born 
into it stay in it all their lives. In a class system, the 
membership of classes can and does change over time. 
Therefore, it is claimed, what is important is not the 
existence of classes but of income mobility. According 
to this argument, if there is a high level of income 
mobility then the degree of inequality in any given year 
is unimportant. This is because the redistribution of 
income over a person's life time would be very even. 
Unfortunately for the supporters of capitalism this view 
is deeply flawed. 


Firstly, the fact of income mobility and changes in the 
membership of classes does not cancel out the fact that a 
class system is marked by differences in power which 


362 


accompany the differences in income. In other words, 
because it is possible (in theory) for everyone to become 
a boss this does not make the power and authority that 
bosses have over their workers (or the impact of their 
wealth on society) any more legitimate (just because 
everyone - in theory - can become a member of the 
government does not make government any less 
authoritarian). Because the membership of the boss class 
can change does not negate the fact that such a class 
exists. 


Secondly, what income mobility that does exist under 
capitalism is limited. 


Taking the USA as an example (usually considered one 
of the most capitalist countries in the world) there is 
income mobility, but not enough to make income 
inequality irrelevant. Census data show that 81.6 percent 
of those families who were in the bottom quintile of the 
income distribution in 1985 were still there in the next 
year; for the top quintile, it was 76.3 percent. 


Over longer time periods, there is more mixing but still 
not that much and those who do slip into different 
quintiles are typically at the borders of their category 
(e.g. those dropping out of the top quintile are typically 
at the bottom of that group). Only around 5% of families 
rise from bottom to top, or fall from top to bottom. In 
other words, the class structure of a modern capitalist 
society is pretty solid and "much of the movement up and 
down represents fluctuations around a fairly fixed long 
term distribution." [Paul Krugman, Peddling 
Prosperity, p. 143] 


Perhaps under a "pure" capitalist system things would be 
different? Ronald Reagan helped make capitalism more 
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"free market" in the 1980s, but there is no indication that 
income mobility increased significantly during that time. 
In fact, according to one study by Greg Duncan of the 
University of Michigan, the middle class shrank during 
the 1980s, with fewer poor families moving up or rich 
families moving down. Duncan compared two periods. 
During the first period (1975 to 1980) incomes were 
more equal than they are today. In the second (1981 to 
1985) income inequality began soaring. In this period 
there was a reduction in income mobility upward from 
low to medium incomes of over 10%. 


Here are the exact figures [cited by Paul Krugman, "The 
Rich, the Right, and the Facts," The American Prospect 
no. 11, Fall 1992, pp. 19-31]: 


Percentages of families making transitions to and 
from middle class (5-year period before and after 
1980) 


Transition Before 1980 After 1980 
Middle income to low income (8.5 9.8 

Middle income to high income |5.8 6.8 

Low income to middle income |35.1 24.6 

High income to middle income 30.8 27.6 
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Little wonder, then, that Doug Henwood argues that "the 
final appeal of apologists of the American way is an 
appeal to our legendary mobility" fails. In fact, "people 
generally don't move far from the income class they are 
born into, and there is little difference between US and 
European mobility patterns. In fact, the United States 
has the largest share of what the OECD called ‘low- 
wage’ workers, and the poorest performance on the 
emergence from the wage cellar of any country it 
studied." |Op. Cit., p. 130] 


Therefore income mobility does not make up for a class 
system and its resulting authoritarian social relationships 
and inequalities in terms of liberty, health and social 
influence. And the facts suggest that the capitalist dogma 
of "meritocracy" that attempts to justify this system has 
little basis in reality. 


B.7.2 
WHY IS THE EXISTENCE OF CLASSES DENIED? 


It is clear, then, that classes do exist, and equally clear 
that individuals can rise and fall within the class 
structure -- though, of course, it's easier to become rich if 
you're born in a rich family than a poor one. Thus James 
W. Loewen reports that "ninety-five percent of the 
executives and financiers in America around the turn of 
the century came from upper-class or upper-middle- 
class backgrounds. Fewer than 3 percent started as poor 
immigrants or farm children. Throughout the nineteenth 
century, just 2 percent of American industrialists came 
from working-class origins" [in "Lies My Teacher Told 
Me" citing William Miller, “American Historians and 
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the Business Elite," in Men in Business, pp. 326-28; cf. 
David Montgomery, Beyond Equality, pg. 15] And this 
was at the height of USA "free market" capitalism. 
According to a survey done by C. Wright Mills and 
reported in his book The Power Elite, about 65% of the 
highest-earning CEOs in American corporations come 
from wealthy families. Meritocracy, after all, does not 
imply a "classless" society, only that some mobility 
exists between classes. Yet we continually hear that class 
is an outmoded concept; that classes don't exist any 
more, just atomised individuals who all enjoy "equal 
opportunity," "equality before the law," and so forth. So 
what's going on? 


The fact that the capitalist media are the biggest 
promoters of the "end-of-class" idea should make us 
wonder exactly why they do it. Whose interest is being 
served by denying the existence of classes? Clearly it is 
those who run the class system, who gain the most from 
it, who want everyone to think we are all "equal." Those 
who control the major media don't want the idea of class 
to spread because they themselves are members of the 
ruling class, with all the privileges that implies. Hence 
they use the media as propaganda organs to mould public 
opinion and distract the middle and working classes from 
the crucial issue, i.e., their own subordinate status. This 
is why the mainstream news sources give us nothing but 
superficial analyses, biased and selective reporting, 
outright lies, and an endless barrage of yellow 
journalism, titillation, and "entertainment," rather than 
talking about the class nature of capitalist society (see 
D.3, "How does wealth influence the mass media?") 


The universities, think tanks, and private research 
foundations are also important propaganda tools of the 
ruling class. This is why it is virtually taboo in 
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mainstream academic circles to suggest that anything 
like a ruling class even exists in the United States. 
Students are instead indoctrinated with the myth of a 
"pluralist" and "democratic" society -- a Never-Never 
Land where all laws and public policies supposedly get 
determined only by the amount of "public support" they 
have -- certainly not by any small faction wielding power 
in disproportion to its size. 


To deny the existence of class is a powerful tool in the 
hands of the powerful. As Alexander Berkman points 
out, "/oJur social institutions are founded on certain 
ideas; so long as the latter are generally believed, the 
institutions built on them are safe. . . the weakening of 
the ideas which support the evil and oppressive 
conditions means the ultimate breakdown of government 
and capitalism." [ABC of Anarchism, p. xv] 


Isolated consumers are in no position to act for 
themselves. One individual standing alone is easily 
defeated, whereas a union of individuals supporting each 
other is not. Throughout the history of capitalism there 
have been attempts by the ruling class -- often successful 
-- to destroy working class organisations. Why? Because 
in union there is power -- power which can destroy the 
class system as well as the state and create a new world. 


That's why the very existence of class is denied by the 
elite. It's part of their strategy for winning the battle of 
ideas and ensuring that people remain as atomised 
individuals. By “manufacturing consent" (to use Walter 
Lipman's expression for the function of the media), force 
need not be used. By limiting the public's sources of 
information to propaganda organs controlled by state and 
corporate elites, all debate can be confined within a 
narrow conceptual framework of capitalist terminology 
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and assumptions, and anything premised on a different 
conceptual framework can be maraginalised. Thus the 
average person is brought to accept current society as 
"fair" and "just," or at least as "the best available," 
because no alternatives are ever allowed to be discussed. 


B.7.3. What do anarchists mean by _ "class 
consciousness") 


Given that the existence of classes is often ignored or 
considered unimportant ("boss and worker have common 
interests") by the mainstream media, its important to 
continually point out the facts of the situation: that a 
wealthy elite run the world and the vast majority are 
subjected to hierarchy and work to enrich others. 


This is why anarchists stress the need for "class 
consciousness,"' for recognising that classes exist and 
that their interests are in conflict. To be class conscious 
means that we are aware of the objective facts and act 
appropriately to change them. Although class analysis 
may at first appear to be a novel idea, the conflicting 
interests of the classes is well recognised on the other 
side of the class divide. For example, James Madison in 
the Federalist Paper #10 states that "those who hold 
and those who are without have ever formed distinct 
interests in society." For anarchists, class consciousness 
means to recognise what the bosses already know: the 
importance of solidarity with others in the same class 
position as oneself and of acting together as equals to 
attain common goals. However, anarchists think that 
class consciousness must also mean to be aware of all 
forms of hierarchical power, not just economic 
oppression. 
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It could therefore be argued that anarchists actually want 
an "anti-class"’ consciousness to develop -- that is, for 
people to recognise that classes exist, to understand why 
they exist, and act to abolish the root causes for their 
continued existence ("class consciousness," argues 
Vernon Richards, "but not in the sense of wanting to 
perpetuate classes, but the consciousness of their 
existence, an understanding of why they exist, and a 
determination, informed by knowledge and militancy, to 
abolish them." [The Impossibilities of Social 
Democracy, p. 133]). In short, anarchists want to 
eliminate classes, not universalise the class of "worker" 
(which would presuppose the continued existence of 
capitalism). 


More importantly, class consciousness does not involve 
"worker worship." To the contrary, as Murray Bookchin 
points out, "/t/he worker begins to become a 
revolutionary when he undoes his [or her] 'workerness'’, 
when he [or she] comes to detest his class status here 
and now, when he begins to shed. . . his work ethic, his 
character-structure derived from industrial discipline, 
his respect for hierarchy, his obedience to leaders, his 
consumerism, his vestiges of puritanism." [Post-Scarcity 
Anarchism, p. 189] For, in the end, anarchists "cannot 
build until the working class gets rid of its illusions, its 
acceptance of bosses and faith in leaders." [Marie- 
Louise Berneri, Neither East Nor West, p. 19] 


It may be objected that there are only individuals and 
anarchists are trying to throw a lot of people in a box and 
put a label like "working class" on them. In reply, 
anarchists agree, yes, there are "only" individuals but 
some of them are bosses, most of them are working 
class. This is an objective division within society which 
the ruling class does its best to hide but which comes out 
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during social struggle. And such struggle is part of the 
process by which more and more oppressed people 
subjectivity recognise the objective facts. And by more 
and more people recognising the facts of capitalist 
reality, more and more people will want to change them. 


Currently there are working class people who want an 
anarchist society and there are others who just want to 
climb up the hierarchy to get to a position where they 
can impose their will to others. But that does not change 
the fact that their current position is that they are 
subjected to the authority of hierarchy and so can come 
into conflict with it. And by so doing, they must practise 
self-activity and this struggle can change their minds, 
what they think, and so they become radicalised. This, 
the radicalising effects of self-activity and social 
struggle, is a key factor in why anarchists are involved in 
it. It is an important means of creating more anarchists 
and getting more and more people aware of anarchism as 
a viable alternative to capitalism. 


Ultimately, it does not matter what class you are, it's 
what you believe in that matters. And what you do. 
Hence we see anarchists like Bakunin and Kropotkin, 
former members of the Russian ruling class, or like 
Malatesta, born into an Italian middle class family, 
rejecting their backgrounds and its privileges and 
becoming supporters of working class self-liberation. 
But anarchists base their activity primarily on the 
working class (including peasants, self-employed 
artisans and so on) because the working class is subject 
to hierarchy and so have a real need to resist to exist. 
This process of resisting the powers that be can and does 
have a radicalising effect on those involved and so what 
they believe in and what they do changes. 
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We recognise, therefore, that only those at the bottom of 
society have a self-interest in freeing themselves from 
the burden of those at the top, and so we see the 
importance of class consciousness in the struggle of 
oppressed people for self-liberation. Thus, "/fJar from 
believing in the messianic role of the working class, the 
anarchists' aim is to abolish the working class in so far 
as this term refers to the underprivileged majority in all 
existing societies. .. What we do say is that no revolution 
can succeed without the active participation of the 
working, producing, section of the population. . . The 
power of the State, the values of authoritarian society 
can only be challenged and destroyed by a greater 
power and new values." [Vernon Richards, The Raven, 
no. 14, pp. 183-4] Anarchists also argue that one of the 
effects of direct action to resist oppression and 
exploitation of working class people would be the 
creation of such a power and new values, values based 
on respect for individual freedom and solidarity (see 
sections J.2 and J.4 on direct action and its liberating 
potential). 


For anarchists, "/t/he class struggle does not centre 
around material exploitation alone but also around 
spiritual exploitation, ... [as well as] psychological and 
environmental oppression." [Bookchin, Op. Cit., pp. 
229-230] This means that we do not consider economic 
oppression to be the only important thing, ignoring 
struggles and forms of oppression outside the workplace. 
To the contrary, workers are human beings, not the 
economically driven robots of capitalist and Leninist 
mythology. They are concerned about everything that 
affects them -- their parents, their children, their friends, 
their neighbours, their planet and, very often, total 
strangers. 
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SECTION C — 
WHAT ARE THE MYTHS OF 
CAPITALIST ECONOMICS? 


Within capitalism, economics plays an important 
ideological role. Economics has been used to construct a 
theory from which exploitation and oppression are 
excluded, by definition. We will attempt here to explain 
why capitalism is deeply exploitative. Elsewhere, in 
section B, we have indicated why capitalism is 
oppressive and will not repeat ourselves here. 


In many ways economics plays the role within that 
capitalism that religion played in the Middle Ages, 
namely to provide justification for the dominant social 
system and hierarchies (indeed, one neo-classical 
economist said that "[uJntil the econometricians have the 
answer for us, placing reliance upon neo-classical 
economic theory is a matter of faith," which, of course, 
he had [C.E. Ferguson, The Neo-classical Theory of 
Production and Distribution, p. xvii]). Like religion, its 
basis in science is usually lacking and its theories more 
based upon "leaps of faith" than empirical fact. In the 
process of our discussion in this section we will often 
expose the ideological apologetics that capitalist 
economics create to defend the status quo and the system 
of oppression and exploitation it produces. 


Indeed, the weakness of economics is even 
acknowledged by a few within the profession itself. 
According to Paul Ormerod, "orthodox economics is in 
many ways an empty box. Its understanding of the world 
is similar to that of the physical sciences in the Middle 
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Ages. A few insights have been obtained which stand the 
test of time, but they are very few indeed, and the whole 
basis of conventional economics is deeply flawed." 
Moreover, he notes the "overwhelming empirical 
evidence against the validity of its theories." [The Death 
of Economics, p. ix, p. 67] 


It is rare to see an economist be so honest. The majority 
of economists seem happy to go on with their theories, 
trying to squeeze life into the Procrustean bed of their 
models. And, like the priests of old, make it hard for 
non-academics to question their dogmas. As Ormerod 
notes, "economics is often intimidating. Its practitioners. 
. . have erected around the discipline a barrier of jargon 
and mathematics which makes the subject difficult to 
penetrate for the non-initiated." [Op. Cit., p. ix] 


So here we try to get to the heart of modern capitalism, 
cutting through the ideological myths that supporters of 
the system have created around it. Here we expose the 
apologetics for what they are, expose the ideological role 
of economics as a means to justify, indeed ignore, 
exploitation and oppression. As an example, let us take a 
workers wage. 


For most capitalist economics, a given wage is supposed 
to be equal to the "marginal contribution" that an 
individual makes to a given company. Are we really 
expected to believe this? Common sense (and empirical 
evidence) suggests otherwise. Consider Mr. Rand 
Araskog, the CEO of ITT, who in 1990 was paid a salary 
of $7 million. Is it conceivable that an ITT accountant 
calculated that, all else being the same, ITT's $20.4 
billion in revenues that year would have been $7 million 
less without Mr. Araskog -- hence determining his 
marginal contribution to be $7 million? 
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In 1979 the average CEO in the US received 29 times 
more income than the average manufacturing worker; by 
1985 the ratio had risen to 40 times more, and by 1988 it 
had risen to 93 times more. This disturbing trend led 
even conservative Business Week to opine that the 
excesses of corporate leaders might finally be getting out 
of hand (Kevin Phillips, The Politics of Rich and Poor: 
Wealth and the American Electorate in the Reagan 
Aftermath, p. 180). The warning apparently went 
unheeded, however, because by 1990 the average 
American CEO was earning about 100 times more than 
the average factory worker (Tom Athanasiou, "After the 
Summit," Socialist Review 92/4 (October-December, 
1992)). Yet during the same period, workers' real wages 
remained flat. Are we to believe that during the 1980s, 
the marginal contribution of CEOs more than tripled 
whereas workers' marginal contributions remained 
stagnant? 


Taking another example, if workers create only the 
equivalent of what they are paid, how can that explain 
why, in a recent ACM study of wages in the computer 
fields, it was found that black workers get paid less (on 
average) than white ones doing the same job (even in the 
same workplace)? Does having white skin increase a 
worker's creative ability when producing the same 
goods? And it seems a strange coincidence that the 
people with power in a company, when working out who 
contributes most to a product, decide it's themselves! 


So what is the reason for this extreme wage difference? 
Simply put, it's due to the totalitarian nature of capitalist 
firms. Those at the bottom of the company have no say 
in what happens within it; so as long as the share-owners 
are happy, wage differentials will rise and rise 
(particularly when top management own large amounts 
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of shares!). (The totalitarian nature of private property 
has been discussed earlier -- see section B.4). 


A good manager is one who reduces the power of the 
company's employees, allowing an increased share of the 
wealth produced by those employees to go to those on 
top. Yet without the creativity and energy of the 
engineers, the shop floor workers, the administrative 
staff, etc., the company would have literally nothing to 
sell. 


It is capitalist property relations that allow this 
monopolisation of wealth by those who own (or boss) 
but do not produce. The workers do not get the full value 
of what they produce, nor do they have a say in how the 
surplus value produced by their labour gets used (e.g. 
investment decisions). Others have monopolised both the 
wealth produced by workers and the decision-making 
power within the company. This is a private form of 
taxation without representation, just as the company is a 
private form of statism. 


Of course, it could be argued that the owning class 
provide the capital without which the worker could not 
produce. But where does capital come from? From 
profits, which represent the unpaid labour of past 
generations. And before that? From the tribute of serfs to 
their feudal masters. And before that? The right of 
conquest which imposed feudalism on the peasants. And 
before that? Well, the point is made. Every generation of 
property owners gets a "free lunch" due to the obvious 
fact that we inherit the ideas and constructions of past 
generations, such as our current notion of property 
rights. Capitalism places the dead hand of the past on 
living generations, strangling the individuality of the 
many for the privilege of the few. Whether we break free 
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of this burden and take a new direction depends on the 
individuals who are alive now. 


In the sections that follow, the exploitative nature of 
capitalism is explained in greater detail. We would like 
to point out that for anarchists, exploitation is not more 
important than domination. Anarchists are opposed to 
both equally and consider them to be two sides of the 
same coin. You cannot have domination without 
exploitation nor exploitation without domination. As 
Emma Goldman pointed out, under capitalism: 


"Man is being robbed not merely of the products of his 
labour, but of the power of free initiative, of originality, 
and the interest in, or desire for, the things he is 
making." [Red Emma Speaks, p. 53] 
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Section C - What are the myths of capitalist economics? 


Introduction 


C.1 What determines prices within capitalism? 
C.1.1 What is wrong with this theory? 
C.1.2 So what does determine prices? 


C.1.3 What else affects price levels? 





C.2 Where do profits come from? 
C.2.1 Why does this surplus exist? 


C.2.2 Are capitalists justified in appropriating a portion 
of surplus value for themselves (i.e. making a profit)? 
C.2.3 Why does innovation occur and how does it affect 


profits? 
C.2.4 Wouldn't workers' control stifle innovation? 


C.2.5 Aren't executives workers and so create value? 
C.2.6 Is interest not the reward for waiting, and so isn't 
capitalism just? 

C.2.7 But wouldn't the "time value" of money justi 
charging interest in a more egalitarian capitalism? 














C.3 What determines the distribution between profits 
and wages within companies? 


C.4 Why does the market become dominated by Big 
Business? 

C.4.1 How extensive is Big Business? 

C.4.2 What are the effects of Big Business on society? 
C.4.3 What does the existence of Big Business mean for 
economic theory and wage labour? 

C.5 Why does Big Business get a bigger slice of profits? 
C.5.1 Aren't the super-profits of Big Business due to its 


higher efficiency? 





C.6 Can market dominance by Big Business change? 
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Cl 
WHAT DETERMINES PRICE WITHIN 
CAPITALISM? 





Supporters of capitalism usually agree with what is 
called the Subjective Theory of Value (STV), as 
explained by most mainstream economic textbooks. This 
system of economics is usually termed "marginalist" 
economics, for reasons which will become clear. 


In a nutshell, the STV states that the price of a 
commodity is determined by its marginal utility to the 
consumer and producer. Marginal utility is the point, on 
an individual's scale of satisfaction, at which his/her 
desire for a good is satisfied. Hence price is the result of 
individual, subjective evaluations within the 
marketplace. One can easily see why this theory could be 
appealing to those interested in individual freedom. 


However, the STV is a myth. Like most myths, it does 
have a grain of truth in it. But as an explanation of how 
to determine the price of a commodity, it has serious 
flaws. 


The kernel of truth is that individuals, groups, 
companies, etc. do indeed value goods and 
consume/produce them. The rate of consumption, for 
example, is based on the use-value of goods to the users 
(although whether some one buys a product is affected 
by price and income considerations, as we will see). 
Similarly, production is determined by the utility to the 
producer of supplying more goods. The use-value of a 
good is a highly subjective evaluation, and so varies 
from case to case, depending on the individual's taste and 
needs. As such it has an effect on the price, as will be 
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shown, but as the means to determine a product's price 
it ignores the dynamics of a capitalist economy and the 
production relations that underlie the market. In effect, 
the STV treats all commodities like works of art, and 
such products of human activity (due to their 
uniqueness) are not a capitalistic commodity in the usual 
sense of the word (i.e. they cannot be reproduced and so 
labour cannot increase their quantity). Therefore the 
STV ignores the nature of production under capitalism. 
This is what will be discussed in the following sections. 


Of course, modern economists try and portray economics 
as a "value-free science." Of course, it rarely dawns on 
them that they are usually just taking existing social 
structures and the economic dogmas build round them 
for granted and so justifying them. As Kropotkin pointed 
out: 


"[A]ll_ the so-called laws and theories of political 
economy are in reality no more than statements of the 
following nature: 


'Granting that there are always in a country a 
considerable number of people who cannot subsist a 
month, or even a fortnight, without accepting the 
conditions of work imposed upon them by the State, or 
offered to them by those whom the State recognises as 
owners of land, factories, railways, etc., then the results 
will be so and so.' 


"So far middle-class political economy has been only an 
enumeration of what happens under the just-mentioned 
conditions -- without distinctly stating the conditions 
themselves. And then, having described the facts which 
arise in our society under these conditions, they 
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represent to us these facts as rigid, inevitable economic 
laws." [Kropotkin's Revolutionary Pamphlets, p. 179] 


In other words, economists usually take the political and 
economic aspects of capitalist society (such as property 
rights, inequality and so on) as given and construct their 
theories around it. Marginalism, in effect, took the 
"political" out of "political economy" by taking capitalist 
society for granted along with its class system, its 
hierarchies and its inequalities. By concentrating on 
individual choices they abstracted from the social system 
within which such choices are made and what influences 
them. Indeed, the STV was built upon abstracting 
individuals from their social surroundings and generating 
economic "laws" applicable for all individuals, in all 
societies, for all times This results in all concrete 
instances, no matter how historically different, being 
treated as expressions of the same universal concept. 
Thus, in neo-classical economics, wage-labour becomes 
labour, capital becomes the means of production, the 
labour process becomes a_ production function, 
acquisitive behaviour becomes human nature. In this 
way the uniqueness of contemporary society, namely its 
basis in wage labour, is ignored ("The period through 
which we are passing . . . is distinguished by a special 
characteristic -- WAGES." [Proudhon, System of 
Economical Contradictions, p. 199]) and what is 
specific to capitalism is universalised and made 
applicable for all time. Such a perspective cannot help 
being ideological rather than scientific. By trying to 
create a theory applicable for all time (and so, 
apparently, value free) they just hide the fact their theory 
justifies the inequalities of capitalism. As Edward 
Herman points out: 
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"Back in 1849, the British economist Nassau Senior 
chided those defending trade unions and minimum wage 
regulations for expounding an ‘economics of the poor.' 
The idea that he and his establishment confreres were 
putting forth an 'economics of the rich' never occurred to 
him; he thought of himself as a_ scientist and 
spokesperson of true principles. This self-deception 
pervaded mainstream economics up to the time of the 
Keynesian Revolution of the 1930s. Keynesian 
economics, though quickly tamed into an instrument of 
service to the capitalist state, was disturbing in its stress 
on the inherent instability of capitalism, the tendency 
toward chronic unemployment, and the need for 
substantial government intervention to maintain 
viability. With the resurgent capitalism of the past 50 
years, Keynesian ideas, and their implicit call for 
intervention, have been under incessant attack, and, in 
the intellectual counterrevolution led by the Chicago 
School, the traditional laissez-faire (‘let-the-fur-fly') 
economics of the rich has been reestablished as the core 
of mainstream economics." [The Economics of the 
Rich] 


Herman goes on to ask "[w]hy do the economists serve 
the rich?" and argues that "/fJor one thing, the leading 
economists are among the rich, and others seek 
advancement to similar heights. Chicago School 
economist Gary Becker was on to something when he 
argued that economic motives explain a lot of actions 
frequently attributed to other forces. He of course never 
applied this idea to economics as a profession .. ." 
[Ibid.] There are a great many well paying think tanks, 
research posts, consultancies and so on that create an 
effective demand' that should elicit an appropriate 
supply resource." [Ibid.] 
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The introduction of marginalism and its acceptance as 
"orthodoxy" served, and serves in the present, to divert 
serious attention from the most critical questions facing 
working people (for example, what goes on in 
production, how authority relations impact on society 
and in the workplace). Rather than looking to how things 
are produced, the conflicts generated in the production 
process and the generation/division of surplus, 
marginalism took what was produced as given, as well as 
the capitalist workplace, the division of labour and 
authority relations and so on. 


Theories can pursue truth or serve vested interests. In the 
later capacity they will incorporate only concepts suited 
to attaining the results desired. An economic theory, for 
example, may highlight profits, quantities of output, 
amount of investment, and prices, and leave out class 
struggle, alienation, hierarchy and bargaining power. 
Then the theory will serve capitalists, and, since 
capitalists pay economists' wages and endow their 
universities, economists and their students who comply, 
will benefit as well. 


General equilibrium analysis and marginalism is made to 
order for the ruling class. Marginalism ignores the 
question of production and concentrates on exchange. It 
argues that any attempt by working people to improve 
their position in society (by, for example, unions) is 
counter-productive, it preaches that "in the long run" 
everyone will be better off and so present day problems 
are irrelevant (and any attempt to fix them 
counterproductive) and, of course, the capitalists are 
entitled to their profits, interest payments and rent. The 
utility of such a theory is obvious. An economic theory 
that justifies inequality, "proves" that profits, rent and 
interest are not exploitative and argues that the 
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economically powerful be given free reign will have 
more use-value ("utility") to the ruling class than those 
that do not. In the market place of ideas, it is these which 
will satisfy the demand and become intellectually 
"respectable." 


Of course, not all supporters of capitalist economics are 
rich (although most desire to become so). Many do 
believe its claims that capitalism is based upon freedom 
and that the profits, interest and rent represent "rewards" 
for services provided rather than resulting from the 
exploitation generated by hierarchical workplaces and 
social inequality. However, before tackling the question 
of profits, interest and rent we must first discuss why the 
STV is wrong. 


CAA 
SO WHAT IS WRONG WITH THIS THEORY? 


The first problem in using marginal utility to determine 
price is that it leads to circular reasoning. Prices are 
supposed to measure the "marginal utility" of the 
commodity, yet consumers need to know the price first 
in order to evaluate how best to maximise their 
satisfaction. Hence subjective value theory “obviously 
rest[s] on circular reasoning. Although it tries to explain 
prices, prices [are] necessary to explain marginal 
utility." [Paul Mattick, Economics, Politics and the Age 
of Inflation, p.58] In the end, as Jevons (one of the 
founders of marginalism) acknowledged, the price of a 
commodity is the only test we have of the utility of the 
commodity to the producer. Given that marginality 
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utility was meant to explain those prices, the failure of 
the theory could not be more striking. 


Secondly, consider the definition of equilibrium price. 
Equilibrium price is the price for which the quantity 
demanded is precisely equal to the quantity supplied. At 
such a price there is no incentive for either demanders or 
suppliers to alter their behaviour. 


Why does this happen? The subjective theory cannot 
really explain why this price is the equilibrium price, as 
opposed to any other. This is because the STV ignores 
that an objective measure is required upon which to base 
"subjective" evaluations within the market. The 
consumer, when shopping, requires prices in order to 
allocate their money to best maximise their "utility" 
(and, of course, the consumer faces prices on the market, 
the very thing marginal utility theory was meant to 
explain!). And how does a company know it is making a 
profit unless it compares the market price with the 
production costs of the commodity it produces? As 
Proudhon put it, "/i/f supply and demand alone 
determine value, how can we tell what is an excess and 
what is a sufficiency? If neither cost, nor market price, 
nor wages can be mathematically determined, how is it 
possible to conceive of a surplus, a profit?" [System of 
Economical Contradictions, p. 114] This objective 
measure can only be the actual processes of production 
within capitalism, production which is for profit. The 
implications of this are important when discovering what 
determines price within capitalism, as will be discussed 
in the next section (C.1.2 - So what does determine 


price?). 


The early marginalists were aware of this problem and 
argued that price reflected the utility at the "margin" 
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(Jevons, one of the founders of the marginalist school, 
argued that the "final degree of utility determines 
value"); but what determined the position of the margin 
itself? This is fixed by the available supply ("Supply 
determines final degree of utility" -- Jevons); but what 
determines the level of supply? ("Cost of production 
determines supply" -- Jevons). In other words, price is 
dependent on marginal utility, which is dependent on 
supply, which is dependent on the cost of production. In 
other words, ultimately on an objective measure (supply 
or cost of production) rather than subjective evaluations! 
This is unsurprising because before you can consume 
("subjectively value") something on the market, it has to 
be produced. It is the process of production that 
rearranges matter and energy from less useful to more 
useful (to us) forms. Which brings us straight back to 
production and the social relations which exist within a 
given society -- and the political dangers of defining 
(exchange) value in terms of labour (see next section). 
Afterall, the individual does not just face a given supply 
on the market, they also face prices, including the costs 
associated with production and profit taking. 


As the whole aim of marginalism was to abstract away 
from production (where power relations are clear) and 
concentrate on exchange (where power works 
indirectly), it is unsurprising that early marginal utility 
value theory was quickly abandoned. The continued 
discussion of "utility" in economics textbooks is 
primarily heuristic. First the neo-classical economists 
used measurable (cardinal) "utility" (i.e. that utility was 
the same for all) but that caused political problems (as 
cardinal utility implied that the "utility" of an extra dollar 
to a poor person was clearly greater than the loss of one 
dollar to a rich man and this obviously justified 
redistribution polities). When this was recognised (along 
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with the obvious fact that cardinal utility was impossible 
in practice) utility became "ordinal" (i.e. utility was an 
individual thing and so could not be measured). Then 
even ordinal utility was abandoned as cross-personal 
utilities were not comparable and so objective prices 
could be derived from it (which was Adam Smith's 
argument and which lead him to develop a labour theory 
of value rather than one based on utility, or use value). 
With the abandonment of "ordinal" utility, mainstream 
economics gave up even thinking about individual 
preferences in those terms. This means that modern 
economics does not have a value theory at all -- and 
without a value theory, the claim that the workings of 
capitalism will benefit all or its outcome will realise 
individual preferences has no rational foundation. 


Thus utility theory was gradually deprived of all its bite 
and reduced from cardinal to ordinal utility and from 
ordinal utility to 'revealed preference.' This retreat from 
cardinal utility (patently dreamland) to ordinal utility 
(distinction without a _ difference) to "revealed 
preferences" (the naked tautology -- consumers 
maximise total utility as "revealed" in the structures of 
spending or, consumers maximise what they maximise) 
was but one of the many retreats made among the 
marginalists as their contrived core assumptions were 
exposed to simple but penetrating questions. 


While ignoring "utility" theory of value, most 
mainstream economics accept the notions of "perfect 
competition" and (Walrasian) "general equilibrium" 
which were part and parcel of it. Marginalism attempted 
to show, in the words of Paul Ormerod, "that under 
certain assumptions the free market system would lead to 
an allocation of a given set of resources which was in a 
very particular and restricted sense optimal from the 
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point of view of every individual and company in the 
economy." [The Death of Economics, p. 45] This was 
what Walrasian general equilibrium proved. However, 
the assumptions required prove to be somewhat 
unrealistic (to understate the point). As Ormerod points 
out: 


[i]t cannot be emphasised too strongly that . . . the 
competitive model is far removed from being a 
reasonable representation of Western economies in 
practice. . . [It is] a travesty of reality. The world does 
not consist, for example, of an enormous number of 
small firms, none of which has any degree of control 
over the market . . . The theory introduced by the 
marginal revolution was based upon a_ series of 
postulates about human behaviour and the workings of 
the economy. It was very much an experiment in pure 
thought, with little empirical rationalisation of the 
assumptions." 


Indeed, "the weight of evidence" is "against the validity 
of the model of competitive general equilibrium as a 
plausible representation of reality." [Op. Cit., p. 48, p. 
62] For example, oligopoly and imperfect competition 
have been abstracted from so that the theory does not 
allow one to answer interesting questions which turn on 
the asymmetry of information and bargaining power 
among economic agents, whether due to size, or 
organisation, or social stigmas, or whatever else. In the 
real world, oligopoly is common place and asymmetry of 
information and bargaining power the norm. To abstract 
from these means to present an economic vision at odds 
with the reality people face and, therefore, can only 
propose solutions which harm those with weaker 
bargaining positions and without information. In 
addition, the model is set in a timeless environment, with 
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people and companies working in a world where they 
have perfect knowledge and information about the state 
of the market. A world without a future and so with no 
uncertainty (any attempt to include time, and so 
uncertainty, ensures that the model ceases to be of 
value). Thus model cannot easily or usefully account for 
the reality that economic agents do not actually know 
such things as future prices, future availability of goods, 
changes in production techniques or in markets to occur 
in the future, etc. Instead, to achieve its results -- proofs 
about equilibrium conditions -- the model assumes that 
actors have perfect knowledge at least of the 
probabilities of all possible outcomes for the economy. 
The opposite is the case in reality. 


In this timeless, perfect world, "free market" capitalism 
will prove itself an efficient method of allocating 
resources and all markets will clear. In part at least, 
General Equilibrium Theory is an abstract answer to an 
abstract and important question: Can an economy relying 
only on price signals for market information be orderly? 
The answer of general equilibrium is clear and definitive 
-- one can describe such an economy with these 
properties. However, no actual economy has been 
described and, given the assumptions involved, no such 
economy could ever exist. An theoretical question has 
been answered involving some amount of intellectual 
achievement, but it is a answer which has no bearing to 
reality. And this is often termed the "high theory" of 
equilibrium. Obviously most economists must treat the 
real world as a special case. 


Thus General Equilibrium theory analyses an economic 
state which there is no reason to suppose will ever, or 
have ever, come about. It is, therefore, an abstraction 
which has no discernible applicability or relevance to the 
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world as it is. To argue that it can give insights into the 
real world is ridiculous. As mainstream economic theory 
begins with axioms and assumptions and uses a 
deductivist methodology to arrive at conclusions, its 
usefulness in discovering how the world works is 
limited. Firstly, as we note in section F.1.3, the deductive 
method is pre-scientific in nature. Secondly, the axioms 
and assumptions can be considered fictitious (as they 
have negligible empirical relevance) and the conclusions 
of deductivist models can only really have relevance to 
the structure of those models as the models themselves 
bear no relation to economic reality. While it is true that 
there are certain imaginary intellectual problems for 
which the general equilibrium model is well designed to 
provide precise answers (if anything really could), in 
practice this means the same as saying that if one insists 
on analysing a problem which has no real world 
equivalent or solution, it may be appropriate to use a 
model which has no real-world application. Models 
derived to provide answers to imaginary problems will 
be unsuitable for resolving practical, real-world 
economic problems or even providing a useful insight 
into how capitalism works and develops. In the words of 
noted left-wing economist Nicholas Kaldor, "equilibrium 
theory has reached the stage where the pure theorist has 
successfully (though perhaps inadvertently) 
demonstrated that the main implications of this theory 
cannot possibly hold in reality, but has not yet managed 
to pass his message down the line to the textbook writer 
and to the classroom." Little wonder, then, that his 
"basic objection to the theory of general equilibrium is 
not that it is abstract -- all theory is abstract and must 
necessarily be so since there can be no analysis without 
abstraction -- but that it starts from the wrong kind of 
abstraction, and therefore gives a misleading 'paradigm' 
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... Of the world as it is; it gives a misleading impression 
of the nature and the manner of operation of economic 
forces." [The Essential Kaldor, p. 377 and p. 399] 


There is a more realistic neo-classical notion of 
equilibrium called "partial" equilibrium theory 
(developed by Alfred Marshall). "Time" is included via 
Alfred Marshall's notion of equilibrium existing in 
various runs. The most important of Marshall's concepts 
are "short run" and "long run" equilibrium. However, 
this is just comparing one static (ideal) state with 
another. Marshall treated markets "one at a time" (hence 
the expression "partial equilibrium") with "all other 
things being equal" -- the assumption being that the rest 
of the economy is unchanged! This theory confuses the 
comparison of possible alternative equilibrium positions 
with the analysis of a process taking place through time, 
i.e. historical events are introduced into a timeless 
picture. In other words, time as the real world knows it 
does not exist. In the real world, any adjustment takes a 
certain time to complete and events may occur that alter 
equilibrium. The very process of moving has an effect 
upon the destination and so there is no such thing as a 
position of long-run equilibrium which exists 
independently of the course which the economy is 
following. Marshall's assumptions of "one market at a 
time" and "all other things equal" ensure that the concept 
of time is as foreign to "partial" equilibrium as it is to 
"general" equilibrium. 


So much of mainstream economics is based upon 
theories which have little or no relation to reality. The 
aim of marginality utility theory was to show that 
capitalism was efficient and that everyone benefits from 
it (it maximises utility, in the limited sense imposed by 
what is available on the market, of course). This was 
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what perfect competition was said to prove. But perfect 
competition is impossible. And as perfect competition is 
itself an assumption of marginal utility, we might expect 
the theory to have been abandoned at this point. Instead, 
the contradiction was swept under the carpet. 


In addition, like most religions, neo-classical economics 
cannot be scientifically tested. This is because the perfect 
competition model makes no falsifiable predictions 
whatsoever. As Martin Hollis and Edward Nell argue: 


"Indeed the whole idea of testing the marginal analysis 
is absurd. For what could a test reveal? Negative results 
show only that the market is defective. Various 
interpretations can be given... But one interpretation is 
not possible -- that the marginal analysis has been 
refuted. . . . To generalise the point, marginalist 
statements to the effect that, if the assumptions of 
Positive micro-economics hold, then so-and-so will 
happen, are tautologies and their consequences are 
simply logical deductions from their protases. . . the 
model is untestable." [Rational Economic Man, p. 34] 


In other words, if a prediction of marginalist economics 
does not hold all we can draw from the test is that perfect 
competition was not in existence. The theory cannot be 
disproven, no matter now much evidence is gathered 
against it. In addition, there are other useful techniques 
which can be used in defending the neo-classical 
ideology from empirical evidence. For example, neo- 
classical economics maintains that production is marked 
by diminishing returns to scale. Any empirical evidence 
that suggests otherwise can be dismissed simply because, 
obviously, the scale is not large enough -- eventually 
returns will decrease with size. Similarly, the term "in 
the long run" can work wonders for the ideology. For if 
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the claimed good results of a given policy do not 
materialise for anyone bar the ruling class, then, rather 
than blame the ideology, the time scale can be the culprit 
(in the long run, things will turn out for the best -- 
unfortunately for the majority, the long run has not 
arrived yet, but it will; until then you will have to make 
sacrifices for your future gains...). Obviously with such 
an "analysis" anything can be proven. 


Little wonder Nicholas Kaldor argued that: 


"The Walrasian [i.e. general] equilibrium theory is a 
highly developed intellectual system, much refined and 
elaborated by mathematical economists since World War 
IT -- an intellectual experiment . . . But it does not 
constitute a scientific hypothesis, like Einstein's theory of 
relativity or Newton's law of gravitation, in that its basic 
assumptions are axiomatic and not empirical, and no 
specific methods have been put forward by which the 
validity or relevance of its results could be tested. The 
assumptions make assertions about reality in their 
implications, but these are not founded on direct 
observation, and, in the opinion of practitioners of the 
theory at any rate, they cannot be contradicted by 
observation or experiment." [Op. Cit., p. 416] 


Marginalism, however, in spite of these slight problems, 
did serve a valuable ideological function. It removed the 
appearance of exploitation from the system, justifies 
giving business leaders the "freedom" to operate as they 
liked and portrayed a world of harmony between the 
owners of factors. Hence its general acceptance within 
economics. In other words, it justified the mentality of 
"what is profitable is right" and removed politics and 
ethics from the field of economics. Moreover, the theory 
of "perfect competition" (regardless of its impossibility) 
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allowed economists to portray capitalism as optimal, 
efficient and the satisfier of individual desires. And this 
is important, for without the assumption of equilibrium, 
market transactions need not benefit all. Indeed, it may 
lead to the tyranny of the fortunate over the unfortunate, 
with the majority facing a series of dismal choices 
between the lessor of a group of evils. Of course, with 
the assumption of equilibrium, reality must be ignored. 
So capitalist economics is between a rock and a hard 
place. 


All in all, the world assumed by neo-classical economics 
is not the one we actually live in, and so applying that 
theory is both misleading and (usually) disastrous (at 
least to the "have-nots"). 


Some pro-"free market" capitalist economists (such as 
those in the right-wing "Austrian school") reject the 
notion of equilibrium completely and embrace a dynamic 
model of capitalism. While being far more realistic than 
mainstream neo-classical theory, this method abandons 
the possibility of demonstrating that the market outcome 
is in any sense a realisation of the individual preferences 
of whose interaction it is an expression. It has no way of 
establishing the supposedly stabilising character of 
entrepreneurial activity or its alleged socially beneficial 
character. Indeed, entrepreneurial activity tends to 
disrupt markets (particularly labour markets) away from 
equilibrium (i.e. the full use of available resources) 
rather than towards it. In other words, the dynamic 
process could lead to a divergence rather than a 
convergence of behaviour and so _ to_ increased 
unemployment, a reduction in the quality of available 
choices available from which to maximise your "utility" 
and so on. A dynamic system need not be self-correcting, 
particularly in the labour market, nor show any sign of 
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self-equilibrium (i.e. be subject to the business cycle). 
Ironically enough, economists of this school often 
maintain that while equilibrium cannot be reached the 
labour market will experience full employment under 
"free market" or "pure" capitalism. That this condition is 
one of equilibrium does not seem to cause them much 
concern. Thus we find von Hayek, for example, arguing 
that the "cause of unemployment ... is a deviation of 
prices and wages from their equilibrium position which 
would establish itself with a free market and _ stable 
money" and that "the deviation of existing prices from 
that equilibrium position . . . is the cause of the 
impossibility of selling part of the labour supply." [New 
Studies, p. 201] Therefore, we see the usual embrace of 
equilibrium theory to defend capitalism against the evils 
it creates even by those who claim to know better. 
Perhaps this is a case of political expediency, allowing 
the ideological supporters of free market capitalism to 
attack the notion of equilibrium when it clearly clashes 
with reality but being able to return to it when attacking, 
say, trade unions, welfare programmes and other 
schemes which aim to aid working class people against 
the ravages of the capitalist market? 


These supporters of capitalism stress "freedom" -- the 
freedom of individuals to make their own decisions. And 
who can deny that individuals, when free to choose, will 
pick the option they consider best for themselves? 
However, what this praise for individual freedom ignores 
is that capitalism often reduces choice to picking the 
lesser of two (or more) evils due to the inequalities it 
creates (hence our reference to the quality of the 
decisions available to us). The worker who agrees to 
work in a sweatshop does "maximise" her "utility" by so 
doing -- afterall, this option is better than starving to 
death -- but only an ideologue blinded by capitalist 
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economics will think that she is free or that her decision 
is made under economic compulsion. In other words, this 
idealisation of freedom through the market completely 
ignores the fact that this freedom can be, to a large 
number of people, very limited in scope. Moreover, the 
freedom associated with capitalism, as far as the labour 
market goes, becomes little more than the freedom to 
pick your master. All in all, this defence of capitalism 
ignores the existence of economic inequality (and so 
power) which infringes the freedom and opportunities of 
others (for a fuller discussion of this, see section F.3.1). 
Social inequalities can ensure that people end up 
"wanting what they get" rather than "getting what they 
want" simply because they have to adjust their 
expectations and behaviour to fit into the patterns 
determined by concentrations of economic power. This 
is particularly the case within the labour market, where 
sellers of labour power are usually at a disadvantage 
when compared to buyers due to the existence of 
unemployment (see sections B.4.3, C.7 and F.10.2). 





Which brings us to another problem associated with 
marginalism, namely the distribution of resources within 
society. Market demand is usually discussed in terms of 
tastes, not in the distribution of purchasing power 
required to satisfy those tastes. So, as a method of 
determining price, marginal utility ignores the 
differences in purchasing power between individuals and 
assumes the legal fiction that corporations are individual 
persons (income distribution is taken as a given). Those 
who have a lot of money will be able to maximise their 
satisfactions far easier than those who have little. Also, 
of course, they can out-bid those with less money. If, as 
many right-"Libertarians" say, capitalism is "one dollar, 
one vote," it is obvious whose values are going to be 
reflected most strongly in the market. This is why 
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orthodox economists make the convenient assumption of 
a 'given distribution of income’ when they try to show 
the best allocation of resources is the market based one. 


In other words, under capitalism, it is not "utility" as 
such that is maximised, rather it is "effective" utility 
(usually called "effective demand") -- namely utility that 
is backed up with money. The capitalist market places 
(or rather, the owning class in such a system places) 
value (i.e. prices) on things according to the effective 
demand for them. "Effective demand" is people's desires 
weighted by their ability to pay. So, the market counts 
the desires of affluent people as more important than the 
desires of destitute people. And so capitalism skews 
consumption away from satisfying the "utility" of those 
most in need and into satisfying the needs of the wealthy 
few first. This does not mean that the needs of the many 
will not be meet (usually, but not always, they are to 
some degree), it means that for any given resource those 
with money can out-bid those with less -- regardless of 
the human cost. As the pro-free market capitalism 
economist Von Hayek argued the "/s]/pontaneous order 
produced by the market does not ensure that what 
general opinion regards as more important needs are 
always met before the less important ones." [The 
Essential Hayek, p. 258] Which is just a polite way of 
referring to the process by which millionaires build a 
new mansion while thousands are homeless or live in 
slums, feed luxury food to their pets will humans go 
hungry or when agribusiness grow cash crops for foreign 
markets while the landless starve to death (see also 
section I.4.5). Needless to say, marginalist economics 
justifies this market power and its results. 


In summary, neo-classical economics shows the viability 
of an unreal system and this is translated into assertions 
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about the world that we live in until most people just 
accept that reality reflects the model (rather than vice 
versa, as it should but does not in neo-classical theory). 
Moreover, and even worse, policy decisions will be 
enacted based on a model which has no bearing in reality 
-- with disastrous results (for example, the rise and fall of 
Monetarism -- see section C.8). In addition, it justifies 
(when not ignoring) hierarchical structures and massive 
inequalities in wealth and bargaining power in society, 
which make a mockery of individual freedom. (see 
section F.3.1 for details). It serves the interests of those 
with power and wealth in modern society as well as the 
aims of a soul-destroying, world-polluting commercial 
system by deprecating the importance of aesthetic, 
humane and, indeed, human factors in economic decision 
making. Indeed, the mere suggestion that people should 
be placed before (never mind instead of) profits would 
produce a fit. Starting from a false premise, marginalism 
ends up negating its own stated ideals -- rather than 
being the economics of individual freedom it becomes 
the means of justifying restrictions and negations of that 
freedom. 


So, if the STV is flawed, what does determine prices? 
Obviously, in the short term, prices are heavily 
influenced by supply and demand. If demand exceeds 
supply, the price rises and vice versa. This truism, 
however, does not answer the question. The answer lies 
in production and in the social relationships generated 
there. This is discussed in the next section. 
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C.1.2 
SO WHAT DOES DETERMINE PRICE? 


The key to understanding prices lies in understanding 
that production under capitalism has as its "only aim... 
to increase the profits of the capitalist." [Peter 
Kropotkin, Kropotkin's Revolutionary Pamphlets, p. 
55] In other words, profit is the driving force of 
capitalism. Once this fact and its implications are 
understood, the determination of price is simple and the 
dynamics of the capitalist system made clearer. The price 
of a capitalist commodity will tend towards its 
production price in a free market, production price being 
the sum of production costs plus average profit rates (the 
average profit rate, we should note, depends upon the 
ease of entry into the market, see below). 


Consumers, when shopping, are confronted by given 
prices and a given supply. The price determines the 
demand, based on the use-value of the product to the 
consumer and his/her financial situation. If supply 
exceeds demand, supply is reduced (either by firms 
reducing production or by firms closing and capital 
moving to other, more profitable, markets) until an 
average rate of profit is generated (although we must 
stress that investment decisions are difficult to reverse 
and this means mobility can be reduced, causing 
adjustment problems -- such as unemployment -- within 
the economy). The rate of profit is the amount of profit 
divided by the total capital invested (i.e. constant capital 
-- means of production -- and variable capital -- wages 
and slavery). If the given price generates above-average 
profits (and so profit rate), then capital will try to move 
from profit-poor areas into this profit-rich area, 
increasing supply and competition and so reducing the 
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price until an average rate of profit is again produced 
(we stress try to as many markets have extensive 
barriers to entry which limit the mobility of capital and 
so allow big business to reap higher profit rates -- see 
section C.4). So, if the price results in demand exceeding 
supply, this causes a short term price increase and these 
extra profits indicate to other capitalists to move into this 
market. The supply of the commodity will tend to 
stabilise at whatever level of the commodity is 
demanded at the price which produces average profit 
rates (this level being dependent on the "degree of 
monopoly" within a market -- see section C.5). This 
profit level means that suppliers have no incentive to 
move capital into or out of that market. Any change from 
this level in the long term depends on changes on the 
production price of the good (lower production prices 
meaning higher profits, indicating to other capitalists that 
the market could be profitable for new investment). 


As can be seen, this theory (often called the Labour 
Theory of Value -- or LTV for short) does not deny that 
consumers subjectively evaluate goods and that this 
evaluation can have a short term effect on price (which 
determines supply and demand). Many right-"libertarian" 
and mainstream economists assert that the labour theory 
of value removes demand from the determination of 
price. A favourite example is that of the "mud pie" -- if it 
takes the same labour as an apple pie to make, they ask, 
surely it has the same value (price)? These assertions are 
incorrect as the LTV bases itself on supply and demand 
and seeks to explain the dynamics of prices and so 
recognises (indeed bases itself on the fact) that 
individuals make their own decisions based upon their 
subjective needs (in the words of Proudhon, “utility is the 
necessary condition for exchange." [System of 
Economical Contradictions, p. 77]). What the LTV 
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seeks to explain is price (i.e. exchange value) -- and a 
good can only have an exchange value if others desire it 
(i.e. has a use value for them and they seek to exchange 
money or goods for it). Thus the example of the "mud 
pie" is a classic straw man argument -- the "mud pie" 
does not have an exchange value as it has no use value to 
others and is not subject to exchange. In other words, if a 
commodity cannot be exchanged, it cannot have an 
exchange value (and so price). As Proudhon argued, 
"nothing is exchangeable if it be not useful." [Op. Cit., 
p. 85] 


The LTV is based upon the insight that without labour 
nothing would be produced and you have to produce 
something before you can exchange it (or you can steal 
it, as in the case of land). As the utility (i.e. use value) of 
a commodity cannot be measured, labour is the basis of 
(exchange) value. The LTV bases itself on the objective 
needs of production and recognises the key role labour 
plays (directly and indirectly) in the creation of 
commodities. However, this does not mean that value 
exists independently of demand. Far from it -- as noted, 
in order to have an exchange value, a good must be 
desired by someone other than its maker (or the capitalist 
who employs the maker), it must have a use-value for 
them (in other words, it is subjectively valued by them). 
Therefore workers produce that which has (use) value, as 
determined by the demand, and the costs of production 
involved in creating these use-values help determine the 
price (its exchange value) along with profit levels. 


Therefore the LTV includes the element of truth of 
"subjective" theory while destroying its myths. For, in 
the end, the STV just states that "prices are determined 
marginal utility; marginal utility is measured by prices. 
Prices . . . are nothing more or less than prices. 
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Marginalists, having begun their search in the field of 
subjectivity, proceeded to walk in a circle." [Allan 
Engler, Apostles of Greed, p. 27] The LTV, on the other 
hand, bases itself on the objective fact of production and 
the costs (ultimately expressed in labour time) ensuing in 
it ("The absolute value of a thing, then, is its cost in time 
and expense." [Proudhon, What is Property?, p. 145]). 
The variations in supply and demand (i.e. market prices) 
oscillate round this "absolute value" (i.e. production 
price) and so it is the cost of production of a commodity 
which ultimately regulates its price, not supply and 
demand (which only temporarily affects its market 
price). 


While the STV is handy for describing the price of 
works of art (and we should note that the LTV can also 
provide an explanation for this), there is little point 
having an economic theory which ignores the nature of 
the vast majority of economic activity in society. What 
the labour theory of value explains is what is beneath 
supply and demand, what actually determines price 
under capitalism. It recognises the objectivity given price 
and supply which face a consumer and indicates how 
consumption ("subjective evaluations") affect their 
movements. It explains why a certain commodity sells at 
a certain price and not another -- something which the 
subjective theory cannot really do. Why should a 
supplier "alter their behaviour" in the market if it is 
based purely on "subjective evaluations"? There has to 
be an objective indication that guides their actions and 
this is found in the reality of capitalist production. To re- 
quote Proudhon, "/i/f supply and demand alone 
determine value, how can we tell what is an excess and 
what is a sufficiency? If neither cost, nor market price, 
nor wages can be mathematically determined, how is it 
possible to conceive of a surplus, a profit?" [System of 
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Economical Contradictions, p. 114] Therefore, "/tJo 
say... that supply and demand is the law of exchange is 
to say that supply and demand is the law of supply and 
demand; it is not an explanation of the general practice, 
but a declaration of its absurdity." [Op. Cit., p. 91] Thus 
the labour theory of value more accurately reflects 
reality: namely, that for a normal commodity, prices as 
well as supply exist before subjective evaluations can 
take place and that capitalism is based on the production 
of profit rather than abstractly satisfying consumer 
needs. 


It could be argued that this "prices of production" theory 
is close to the neo-classical "partial equilibrium" theory. 
In some ways this is true. Marshall basically synthesised 
this theory from the marginal utility theory and the older 
"cost of production" theory which J.S. Mill derived from 
the LTV. However, the differences are important. First, 
the LTV does not get into the circular reasoning 
associated with attempts to derive utility from price we 
have indicated above. Second, it argues that rent, profit 
and interest are the unpaid labour of workers rather than 
being the "rewards" to owners for being owners. Thirdly, 
it is a dynamic system in which the prices of production 
can and do change as economic decisions are made. 
Fourthly, it can easily reject the idea of "perfect 
competition" and give an account of an economy marked 
by barriers to entry and difficult to reverse investment 
decisions. And, lastly, labour markets need not clear in 
the long run. Given that modern economics has given up 
trying to measure utility, it means that in practice (if not 
in rhetoric) the neo-classical model has rejected the 
marginal utility theory of value part of the synthesis and 
returned, basically, to the classical (LTV) approach -- 
but with important differences which gut the earlier 
version of its critical edge and dynamic nature. 
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Needless to say, the LTV does not ignore naturally 
occurring objects like gems, wild foods, and water. 
Nature is a vast source of use-values which humanity 
must utilise in order to produce other, different, use- 
values. If you like, the earth is the mother and labour the 
father of wealth. Its sometimes claimed that the labour 
theory of value implies that naturally occurring objects 
should have no price, since it takes no labour to produce 
them. This, however, is false. For example, gemstones 
are valuable because it takes a huge amount of labour to 
find them. If they were easy to find, like sand, they 
would be cheap. Similarly, wild foods and water have 
value according to how much labour is needed to find, 
collect, and process them in a given area (for example 
water in arid places is more "valuable" than water near a 
lake). 


The same logic applies to other naturally occurring 
objects. If it takes virtually no effort to obtain them -- 
like air -- then they will have little or no exchange value. 
However, the more effort it takes to find, collect, purify, 
or otherwise process them for use, the more exchange 
value they will have relative to other goods (i.e. their 
production prices are higher, leading to a higher market 
price). 


The attempt to ignore production implied in the STV 
comes from a desire to hide the exploitative nature of 
capitalism. By concentrating upon the "subjective" 
evaluations of individuals, those individuals are 
abstracted away from real economic activity (i.e. 
production) so the source of profits and power in the 
economy can be ignored. Section C.2 (Where do profits 
come from?) indicates why exploitation of labour in 
production is the source of profits, not activity in the 
market. 
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Of course, the pro-capitalist will argue that the labour 
theory of value is not universally accepted within 
mainstream economics. How true; but this hardly 
suggests that the theory is wrong. Afterall, it would have 
been easy to "prove" that democratic theory was "wrong" 
in Nazi Germany simply because it was not universally 
accepted by most lecturers and political leaders at the 
time. Under capitalism, more and more things are turned 
into commodities -- including economic theories and 
jobs for economists. Given a choice between a theory 
which argues that profits, interest and rent are unpaid 
labour (i.e. exploitation) or one that argues they are all 
valid "rewards" for service, which one do you think the 
wealthy will back in terms of funding? 


This was the case with the labour theory of value. From 
the time of Adam Smith onwards, radicals had used the 
LTV to critique capitalism. The classical economists 
(Adam Smith and David Ricardo and their followers like 
J.S. Mill) argued that, in the long run, commodities 
exchanged in proportion to the labour used to produce 
them. Thus commodity exchange benefited all parties as 
they received an equivalent amount of labour as they had 
expended. However, this left the nature and source of 
capitalist profits subject to debate, debate which soon 
spread to the working class. Long before Karl Marx (the 
person most associated with the LTV) wrote his 
(in)famous work Capital, Ricardian Socialists like 
Robert Owen and William Thompson and anarchists like 
Proudhon were using the LTV to present a critique of 
capitalism, exposing it as being based upon exploitation 
(the worker did not, in fact, receive in wages the 
equivalent of the value she produced and so capitalism 
was not based on the exchange of equivalents). In the 
United States, Henry George was using it to attack the 
private ownership of land. When marginalist economics 
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came along, it was quickly seized upon as a way of 
undercutting radical influence. Indeed, followers of 
Henry George argue that neo-classical economics was 
developed primarily to counter act his ideas and 
influence (see The Corruption of Economics by Mason 
Gaffney and Fred Harrison). 


Thus, as noted above, marginalist economics was seized 
upon, regardless of its merits as a science, simply 
because it took the political out of political economy. 
With the rise of the socialist movement and the critiques 
of Owen, Thompson, Proudhon and many others, the 
labour theory of value was considered too political and 
dangerous. Capitalism could no longer be seen as being 
based on the exchange of equivalent labour. Rather, it 
should seen as being based on exchange of equivalent 
utility. But, as indicated (in the last section) the notion of 
equivalent utility was quickly dropped while the 
superstructure built upon it became the basis of capitalist 
economics. And without a theory of value, capitalist 
economics cannot prove that capitalism will result in 
harmony, the satisfaction of individual needs, justice in 
exchange or the efficient allocation of resources. 


One last point. We must stress that not all anarchists 
support the LTV. Kropotkin, for example, did not agree 
with it. He considered socialist use of the LTV as taking 
"the metaphysical definitions of the academical 
economists" to critique capitalism using its own 
definitions and so, like capitalist economics, it was not 
scientific [Evolution and Environment, p. 92]. 
However, his rejection of the LTV did not imply that 
Kropotkin did not consider capitalism as exploitative. 
Far from it. Like every anarchist, Kropotkin attacked the 
"appropriation of the produce of human labour by the 
owners of capital," seeing its roots in the fact that 
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"millions of men [and women] have literally nothing to 
live upon, unless they sell their labour force and their 
intelligence at a price that will make the net profit of the 
capitalist and ‘surplus value' possible." [Op. Cit., p. 
106] We discuss profits in more detail in section C.2 
(Where do profits come from?). 





Kropotkin's rejection of the LTV is based on the fact 
that, within capitalism, "/vJalue in exchange and the 
necessary labour are not proportional to each other" 
and so "Labour is not the measure of Value." (Op. Cit., 
p. 91] Which is, of course, true under capitalism. As 
Proudhon (and Marx) argued, under capitalism (due to 
existence of capitalist profit, rent and interest) prices 
could not be proportional to the average labour required 
to produce a commodity ("Wherever labour has not been 
socialised, -- that is, wherever value is not synthetically 
determined, -- there is irregularity and dishonesty in 
exchange." [Proudhon, Op. Cit., p. 128]) Only when the 
rate of profit is zero could prices directly reflect labour 
values (which is, of course, what Proudhon and Tucker 
desired -- "Socialism... extends its ["that labour is the 
true measure of price"] function to the description of 
society as it should be, and the discovery of the means of 
making it what it should be." (Tucker, The Individualist 
Anarchists, p. 79]). Therefore, Kropotkin is correct to 
state that "/ujnder the capitalist system, value in 
exchange is measured no more by the amount of 
necessary labour." [Op. Cit., p. 91] 


However, this does not mean that the LTV is irrelevant 
to analysing the capitalist economy. Rather, it argues that 
under capitalism labour is, essentially, the regulator of 
price, not its measure. "The idea that has been 
entertained hitherto of the measure of value," argued 
Proudhon, "then, is inexact; the object of our inquiry is 
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not the standard of value, as has been said so often and 
so foolishly, but the law which regulates the proportions 
of the various products to the social wealth; for upon the 
knowledge of this law depends the rise and fall of 
prices." [System of Economical Contradictions, p. 94] 
So Kropotkin's argument does not undermine the LTV as 
such. Stripped of the metaphysical baggage which many 
(particularly Marxists) have placed on the LTV (and 
correctly attacked as unscientific by Kropotkin), it is 
essentially an methodological tool, a means of 
investigating the key aspects of capitalism -- namely 
wage labour and the conflicts associated with it at the 
point of production -- at a high level of abstraction. Thus 
it is a explanatory tool and value an explanatory 
category, a means of understanding the dynamics of 
capitalism. 


Therefore, rather than being the crude idea that 
"exchange value" equals prices the LTV is primarily a 
means of analysis. This can be seen by our use of 
"production prices" rather than (exchange) value in our 
description of how the theory works. The LTV focuses 
analysis onto the production process and thus correctly 
points our investigations of how capitalism works to 
what goes on in production, to the relations of authority 
in the capitalist workplace, the struggle between the 
power of the boss and the liberty of the workers, the 
struggle over who controls the production process and 
how the surplus produced by workers is divided (i.e. how 
much remains in the hands of those who produced it and 
how much is appropriated by capitalists). Therefore, the 
claim that prices deviate from values and so the LTV is 
outdated indicates a confusion between the explanatory 
role of the LTV and the actual world of prices and 
profits. The LTV reminds us that production comes 
before and so underlies exchange and what happens at 
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the point of production directly influences what happens 
in exchange. Decreasing the direct and indirect labour 
time required for production will decrease the cost price 
of a commodity and so reduce its production price. Thus 
the rise and fall of prices and profits is the result of 
changes in value relations (i.e. in the objective labour 
costs of production -- labour-time value) and so the use 
of the LTV as an explanatory tool is valid. 


In other words, the labour theory of value is simply a 
good heuristic analysis device which gives an insight 
into how prices are formed rather than the prices as such. 
In practice, production prices are dependent on wages 
and these reflect labour-time values rather than are 
labour-time values. 


Thus Kropotkin was right -- up to a point. His critique of 
the LTV is correct for those versions of it which state 
that "equilibrium" price equals the (exchange) value of a 
good. He was correct to note that under capitalism this 
rarely happens. Which means that our use of the LTV is 
simply that of an explanatory tool, a means of looking at 
the key aspect of capitalism -- namely the production 
process which creates things which have use value for 
others and are then exchanged. Production comes first 
and so we must first start there to understand the 
dynamics of capitalism. Not to do so, as the STV does, 
will lead your analysis into a dead end and will ignore 
the fundamental aspect of capitalism -- wage labour, the 
authority structures in production and the exploitation of 
labour such oppression generates. 


Indeed, Kropotkin's argument is reflected the "prices of 
production" perspective outlined above as we 
concentrate of prices rather than "values." We reject the 
metaphysical abstractions often associated with the LTV 
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and rather concentrate on real phenomenon, such as 
prices, profits, class struggle and so on. Such a 
perspective helps ground our critique of capitalism in 
what happens in the real world rather than in the realms 
of abstraction. As we argue in section H.2.2, Marx's 
concentration on value (i.e. the abstract level of analysis) 
made him ignore the role of class struggle in capitalism 
and its affect on profits (with bad results for his theory 
and the movement he inspired). 


Cil3 
WHAT ELSE AFFECTS PRICE LEVELS? 


As indicated in the last section, the price of a capitalist 
commodity is, in the long term, equal to its production 
price, which in turn determines supply and demand. If 
demand or supply changes, which of course they can and 
do as consumers' values change and new means of 
production are created and old ones end, these will have 
a short-term effect on prices, but the average production 
price is the price around which a capitalist commodity 
sells. Thus it is the cost of production which ultimately 
regulates the price of commodities. In other words, 
"market relations are governed by the production 
relations." [Paul Mattick, Economic Crisis and Crisis 
Theory, p. 51] As Proudhon put it: 


"Thus value varies, and the law of value is 
unchangeable, further, if value is susceptible of 
variation, it is because it is governed by a law whose 
principle is essentially inconstant, -- namely, labour 
measured by time." [Op. Cit., p. 100] 
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However, the amount of time and effort spent in 
producing a particular commodity is not the essential 
factor in determining its price in the market. What counts 
is the costs (including the amount of work time) that it 
takes on average to produce that type of commodity, 
when the work is performed with average intensity, with 
typically used tools and average skill levels. Commodity 
production that falls below such standards, e.g. using 
obsolete technology or less-than-average intensity of 
work, will not allow the seller to raise the price of the 
commodity to compensate for its inefficient production, 
because its price is determined in the market by average 
conditions (and thus average costs) of production, plus 
the average profit levels required to meet the average 
rate of profit on the invested capital. On the other hand, 
using production methods that are more efficient than 
average -- i.e.. which allow more commodities to be 
produced with less labour -- will allow the seller to reap 
more profits and/or lower the price below average, and 
thus capture more market share, which will eventually 
force other producers to adopt the same technology in 
order to survive, and so lower the market production 
price of that type of commodity. In this way, advances 
that reduce labour time translate into reduced exchange 
value (and so price), thus showing the regulating 
function of labour time (and indicating the usefulness of 
the LTV as a methodological tool). 


Similarly, the LTV also provides an explanation of why 
common resources in one area become more valuable in 
others (for example, the price of water to a person in a 
desert would be far higher than to someone next to a 
river). In the short term, the owner of water in the desert 
can charge a vast amount to those who want it simply 
because it is rare and the amount of labour required to 
find an alternative source would be high (we will ignore 
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the ethics of charging high prices to people in need for 
the moment, as does marginalist economics which 
portrays such situations -- which most people would 
intuitively class as exploitative -- as "fair exchange"). 
But if such excess profits could be maintained for long 
periods, then they would tempt others to increase 
competition. If a steady demand for water existed in that 
region then competition would drive down the price of 
water to around to the average price required to make it 
available (which explains why capitalists desire to 
reduce competition via the use of copyright laws, patents 
and so on -- see section B.3.2 -- as well as increasing 
company size, market share and power -- see section 
C.4). 


To summarise, as the production cost for a commodity is 
a given, only can indicate whether a given product is 
"valued" enough by consumers to warrant increased 
production. This means that “capital moves from 
relatively stagnating into rapidly developing industries. . 
. . The extra profit, in excess of the average profit, won 
at a given price level disappears again, however, with 
the influx of capital from profit-poor into profit-rich 
industries," so increasing supply and reducing prices, 
and thus profits. [Paul Mattick, Op. Cit., p. 49] 


This process of capital investment, and its resulting 
competition, is the means by which markets prices tend 
towards production prices in a given market. Profit and 
the realities of the production process are the keys to 
understanding prices and how they affect (and are 
affected by) supply and demand. 


Lastly, we must stress that to state that market price 
tends toward production is not to suggest that capitalism 
is at equilibrium. Far from it. Capitalism is always 
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unstable, since "growing out of capitalist competition, to 
heighten exploitation, . . . the relations of production... 
[are] in a state of perpetual transformation, which 
manifests itself in changing relative prices of goods on 
the market. Therefore the market is continuously in 
disequilibrium, although with different degrees of 
severity, thus giving rise, by its occasional approach to 
an equilibrium state, to the illusion of a tendency toward 
equilibrium." [Paul Mattick, Op. Cit., p. 51] 


Therefore, innovation due to class struggle, competition, 
or the creation of new markets, has an important effect 
on market prices. This is because innovation changes the 
production costs of a commodity or creates new, profit- 
rich markets. While equilibrium may not be reached in 
practice, this does not change the fact that price 
determines demand, since consumers face prices as 
(usually) an already given objective value when they 
shop and make decisions based on these prices in order 
to satisfy their subjective needs. Thus the LTV 
recognises that capitalism is a system existing in time, 
with an uncertain future (a future influenced by many 
factors, including class struggle) and, by its very nature, 
dynamic. In addition, unlike neo-classical "long run 
equilibrium" prices, the LTV does not claim that labour 
markets will clear or that a change within one market 
will have no effect on others. Indeed, the labour market 
may see extensive unemployment as this helps maintain 
profit levels by maintaining discipline -- via fear of the 
sack -- in the workplace (see section C.7). Neither does it 
maintain that capitalism will be stable. As the history of 
"actually existing" capitalism shows, unemployment is 
always with us and the business cycle exists (in neo- 
classical economics such things cannot happen as the 
theory assumes that all markets clear and that slumps are 
impossible). 
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Moreover, the LTV indicates the source of this 
instability -- namely the "contradictory idea of value, so 
clearly exhibited by the inevitable distinction between 
useful value and value in exchange." [Proudhon, Op. 
Cit., p. 84] This is particularly the case with labour, as 
the exchange value of labour (its cost, i.e. wages) is 
different than its use value (i.e. what it actually produces 
during a working day). As we argue in the next section, 
this difference between the use value of labour (its 
product) and its exchange value (its wage) is the source 
of capitalist profit (we will indicate in section C.7 how 
this distinction influences the business cycle -- Le. 
instability in the economy). 
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C2 
WHERE DO PROFITS COME FROM? 





As mentioned in the last section, profits are the driving 
force of capitalism. If a profit cannot be made, a good is 
not produced, regardless of how many _ people 
"subjectively value" it. But where do profits come from? 


In order to make more money, money must be 
transformed into capital, i.e., workplaces, machinery and 
other "capital goods." By itself, however, capital (like 
money) produces nothing. Capital only becomes 
productive in the labour process when workers use 
capital ("Neither property nor capital produces anything 
when not fertilised by labour" - Bakunin). Under 
capitalism, workers not only create sufficient value (i.e. 
produced commodities) to maintain existing capital and 
their own existence, they also produce a surplus. This 
surplus expresses itself as a surplus of goods, i.e. an 
excess of commodities compared to the number a 
workers' wages could buy back. Thus Proudhon: 


"The working man cannot. . . repurchase that which he 
has produced for his master. It is thus with all trades 
whatsoever. . . since, producing for a master who in one 
form or another makes a profit, they are obliged to pay 
more for their own labour than they get for it." [What is 
Property, p. 189] 


In other words, the price of all produced goods is greater 
than the money value represented by the workers' wages 
(plus raw materials and overheads such as wear and tear 
on machinery) when those goods were produced. The 
labour contained in these "surplus-products" is the 
source of profit, which has to be realised on the market. 
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(In practice, of course, the value represented by these 
surplus-products is distributed throughout all the 
commodities produced in the form of profit -- the 
difference between the cost price and the market price). 


Obviously, pro-capitalist economics argue against this 
theory of how a surplus arises. However, one example 
will suffice here to see why labour is the source of a 
surplus, rather than (say) "waiting", risk or capital (these 
arguments, and others, will be discussed below). A good 
poker-player uses equipment (capital), takes risks, delays 
gratification, engages in strategic behaviour, tries new 
tricks (innovates), not to mention cheats, and earns large 
winnings (and can even do so repeatedly). But no surplus 
product results from such behaviour; the gambler's 
winnings are simply redistributions from others with no 
new production occurring. Thus, risk-taking, abstinence, 
entrepreneurship, etc. might be necessary for an 
individual to receive profits but are far from sufficient 
for them not to be the result a pure redistribution from 
others (a redistribution, we may add, which can only 
occur under capitalism if workers produce goods to sell). 


Thus, in order for a profit to be generated within 
capitalism two things are required. Firstly, a group of 
workers to work the available capital. Secondly, that 
they must produce more value than they are paid in 
wages. If only the first condition is present, all that 
occurs is that social wealth is redistributed between 
individuals. With the second condition, a surplus proper 
is generated. In both cases, however, workers are 
exploited for without their labour there would be no 
goods to facilitate a redistribution of existing wealth nor 
surplus products. 
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The surplus value produced by labour is divided between 
profits, interest and rent (or, more correctly, between the 
owners of the various factors of production other than 
labour). In practice, this surplus is used by the owners of 
capital for: (a) investment (b) to pay themselves 
dividends on their stock, if any; (c) to pay for rent and 
interest payments; and (d) to pay their executives and 
managers (who are sometimes identical with the owners 
themselves) much higher salaries than workers. As the 
surplus is being divided between different groups of 
capitalists, this means that there can be clashes of 
interest between (say) industrial capitalists and finance 
capitalists. For example, a rise in interest rates can 
squeeze industrial capitalists by directing more of the 
surplus from them into the hands of rentiers. Such a rise 
could cause business failures and so a slump (indeed, 
rising interest rates is a key way of regulating working 
class power by generating unemployment to discipline 
workers by fear of the sack). The surplus, like the labour 
used to reproduce existing capital, is embodied in the 
finished commodity and is realised once it is sold. This 
means that workers do not receive the full value of their 
labour, since the surplus appropriated by owners for 
investment, etc. represents value added to commodities 
by workers -- value for which they are not paid. 


So capitalist profits (as well as rent and interest 
payments) are in essence unpaid labour, and hence 
capitalism is based on exploitation. As Proudhon noted, 
"Products, say economists, are only bought by products. 
This maxim is property's condemnation. The proprietor 
producing neither by his own labour nor by his 
implement, and receiving products in exchange for 
nothing, is either a parasite or a thief." [Op. Cit., p. 
170] It is this appropriation of wealth from the worker by 
the owner which differentiates capitalism from the 


418 


simple commodity production of artisan and peasant 
economies. All anarchists agree with Bakunin when he 
stated that: 


"what is property, what is capital in their present form? 
For the capitalist and the property owner they mean the 
power and the right, guaranteed by the State, to live 
without working. . . [and so] the power and right to live 
by exploiting the work of someone else... those... 
[who are] forced to sell their productive power to the 
lucky owners of both." [The Political Philosophy of 
Bakunin, p. 180] 


Obviously supporters of capitalism disagree. Profits are 
not the product of exploitation and workers, capitalists 
and landlords get paid the value of their contributions to 
output, they say. A few even talk about "making money 
work for you" (as if pieces of paper can actually do any 
form of work!) while, obviously, human beings have to 
do the actual work (and usually for money). However, all 
agree that capitalism is not exploitative (no matter how 
exploitative it may look) and present various arguments 
why capitalists deserve to keep the products others make. 
This section of the FAQ presents some of the reasons 
why anarchists reject this claim. 


Lastly, we would like to point out that some apologists 
for capitalism cite the empirical fact that, in a modern 
capitalist economy, a large majority of all income goes 
to "labour," with profit, interest and rent adding up to 
something under twenty percent of the total. Of course, 
even if surplus value was less than 20% of a workers! 
output, this does not change its exploitative nature. 
These apologists of capitalism do not say that taxation 
stops being "theft" just because it is around 10% of all 
income. However, this value for profit, interest and rent 
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is based on a Statistical sleight-of-hand, as "worker" is 
defined as including everyone who has a salary in a 
company, including managers and CEOs (income to 
"labour" includes both wages and salaries, in other 
words). The large incomes which many managers and all 
CEOs receive would, of course, ensure that a large 
majority of all income does go to "labour." Thus this 
"fact" ignores the role of most managers as de facto 
capitalists and exploiters of surplus value and ignores the 
changes in industry that have occurred in the last 50 
years (see section C.2.5 - Aren't Executives workers and 
so creators of value?). 





To get a better picture of the nature of exploitation 
within modern capitalism we have to compare workers 
wages to their productivity. According to the World 
Bank, in 1966, US manufacturing wages were equal to 
46% of the value-added in production (value-added is 
the difference between selling price and the costs of raw 
materials and other inputs to the production process). In 
1990, that figure had fallen to 36% and (using figures 
from 1992 Economic Census of the US Census Bureau) 
by 1992 it had reached 19.76% (39.24% if we take the 
total payroll which includes managers and so on). In the 
US construction industry, wages were 35.4% of value 
added in 1992 (with total payroll, 50.18%). Therefore the 
argument that because a large percentage of income goes 
to "labour" capitalism is fine hides the realities of that 
system and the exploitation its hierarchical nature 
creates. 


We now move on to why this surplus value exists. 
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C21 
WHY DOES THIS SURPLUS EXIST? 


It is the nature of capitalism for the monopolisation of 
the worker's product by others to exist. This is because 
of private property in the means of production and so in 
"consequence of [Which] .. . [the] worker, when he is 
able to work, finds no acre to till, no machine to set in 
motion, unless he agrees to sell his labour for a sum 
inferior to its real value." [Peter Kropotkin, Kropotkin's 
Revolutionary Pamphlets, p. 55] 


Therefore workers have to sell their labour on the 
market. However, as this "commodity" “cannot be 
separated from the person of the worker like pieces of 
property. The worker's capacities are developed over 
time and they form an integral part of his self and self- 
identity; capacities are internally not externally related 
to the person. Moreover, capacities or labour power 
cannot be used without the worker using his will, his 
understanding and experience, to put them into effect. 
The use of labour power requires the presence of its 
‘owner’... To contract for the use of labour power is a 
waste of resources unless it can be used in the way in 
which the new owner requires . . . The employment 
contract must, therefore, create a_ relationship of 
command and obedience between employer and worker." 
[Carole Pateman, The Sexual Contract, pp. 150-1] 


So, "the contract in which the worker allegedly sells his 
labour power is a contract in which, since he cannot be 
separated from his capacities, he sells command over the 
use of his body and himself. .. The characteristics of this 
condition are captured in the term wage slave." |Ibid., p. 
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151] Or, to use Bakunin's words, "the worker sells his 
person and his liberty for a_ given time" and so 
"concluded for a term only and reserving to the worker 
the right to quit his employer, this contract constitutes a 
sort of voluntary and transitory serfdom." |The Political 
Philosophy of Bakunin, p. 187] 


This domination is the source of the surplus, for "wage 
slavery is not a consequence of exploitation - 
exploitation is a consequence of the fact that the sale of 
labour power entails the worker's subordination. The 
employment contract creates the capitalist as master; he 
has the political right to determine how the labour of the 
worker will be used, and - consequently - can engage in 
exploitation." [Carole Pateman, Op. Cit., p. 149] 


So profits exist because the worker sells themselves to 
the capitalist, who then owns their activity and, 
therefore, controls them (or, more accurately, tries to 
control them) like a machine. Benjamin Tucker's 
comments with regard to the claim that capital is entitled 
to a reward are of use here. He notes that some "combat. 
. . the doctrine that surplus value -- oftener called profits 
-- belong to the labourer because he creates it, by 
arguing that the horse. . . is rightly entitled to the surplus 
value which he creates for his owner. So he will be when 
he has the sense to claim and the power to take it. . . 
Th[is] argument . . is based upon the assumption that 
certain men are born owned by other men, just as horses 
are. Thus its reductio ad absurdum turns upon itself." 
[Instead of a Book, pp. 495-6] 


In other words, to argue that capital should be rewarded 
is to implicitly assume that workers are just like 
machinery, another "factor of production" rather than 
human beings and the creator of things of value. So 
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profits exists because during the working day the 
capitalist controls the activity and output of the worker 
(i.e. owns them during working hours as activity cannot 
be separated from the body and "[tJhere is an integral 
relationship between the body and self. The body and 
self are not identical, but selves are inseparable from 
bodies." [Carole Pateman, Op. Cit., p. 206]). 


Considered purely in terms of output, this results in, as 
Proudhon noted, workers working "for an entrepreneur 
who pays them and keeps their products." [quoted by 
Martin Buber, Paths in Utopia, p. 29] The ability of 
capitalists to maintain this kind of monopolisation of 
another's time and output is enshrined in "property 
rights" enforced by either public or private states. In 
short, therefore, property "is the right to enjoy and 
dispose at will of another's goods - the fruit of an other's 
industry and labour." [P-J Proudhon, What is Property, 
p. 171] And because of this "right," a worker's wage will 
always be less than the wealth that he or she produces. 


The size of this surplus, the amount of unpaid labour, 
can be changed by changing the duration and intensity of 
work (i.e. by making workers labour longer and harder). 
If the duration of work is increased, the amount of 
surplus value is increased absolutely. If the intensity is 
increased, e.g. by innovation in the production process, 
then the amount of surplus value increases relatively (1.e. 
workers produce the equivalent of their wage sooner 
during their working day resulting in more unpaid labour 
for their boss). 


Such surplus indicates that labour, like any other 
commodity, has a use value and an exchange value. 
Labour's exchange value is a worker's wages, its use 
value their ability to work, to do what the capitalist who 
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buys it wants. Thus the existence of "surplus products" 
indicates that there is a difference between the exchange 
value of labour and its use value, that labour can 
potentially create more value than it receives back in 
wages. We stress potentially, because the extraction of 
use value from labour is not a simple operation like the 
extraction of so many joules of energy from a ton of 
coal. Labour power cannot be used without subjecting 
the labourer to the will of the capitalist - unlike other 
commodities, labour power remains inseparably 
embodied in human beings. Both the extraction of use 
value and the determination of exchange value for labour 
depends upon - and are profoundly modified by - the 
actions of workers. Neither the effort provided during an 
hours work, nor the time spent in work, nor the wage 
received in exchange for it, can be determined without 
taking into account the worker's resistance to being 
turned into a commodity, into an order taker. In other 
words, the amount of "surplus products" extracted from a 
worker is dependent upon the resistance to 
dehumanisation within the workplace, to the attempts by 
workers to resist the destruction of liberty during work 
hours. 


Thus unpaid labour, the consequence of the authority 
relations explicit in private property, is the source of 
profits. Part of this surplus is used to enrich capitalists 
and another to increase capital, which in turn is used to 
increase profits, in an endless cycle (a cycle, however, 
which is not a steady increase but is subject to periodic 
disruption by recessions or depressions - "The business 
cycle." The basic causes for such crises will be discussed 
later, in sections C.7 and C.8). 
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C22 
ARE CAPITALISTS JUSTIFIED IN APPROPRIATING A PORTION 
OF SURPLUS VALUE FOR THEMSELVES (I.E. MAKING A 
PROFIT)? 


In a word, no. As we will attempt to indicate, capitalists 
are not justified in appropriating surplus value from 
workers. No matter how this appropriation is explained 
by capitalist economics, we find that inequality in wealth 
and power are the real reasons for this appropriation 
rather than some actual productive act. Indeed, neo- 
classical economics reflects this truism. In the words of 
the noted left-wing economist Joan Robinson: 


"the neo-classical theory did not contain a solution to 
the problems of profits or of the value of capital. They 
have erected a towering structure of mathematical 
theorems on a_ foundation that does not exist." 
[Contributions to Modern Economics, p. 186] 


If profits are the result of private property and the 
inequality it produces, then it is unsurprising that neo- 
classical theory would be as foundationless as Robinson 
argues. After all, this is a political question and neo- 
classical economics was developed to ignore such 
questions. Here we indicate why this is the case and 
discuss the various rationales for capitalist profit in order 
to show why they are false. 


Some consider that profit is the capitalist's "contribution" 
to the value of a commodity. However, as David 
Schweickart points out, "providing capital’ means 
nothing more than ‘allowing it to be used.' But an act of 
granting permission, in and of itself, is not a productive 
activity. If labourers cease to labour, production ceases 
in any society. But if owners cease to grant permission, 
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production is affected only if their authority over the 
means of production is respected." [Against Capitalism, 
p. 11] This authority, as discussed earlier, derives from 
the coercive mechanisms of the state, whose primary 
purpose is to ensure that capitalists have this ability to 
grant or deny workers access to the means of production. 
Therefore, not only is "providing capital" not a 
productive activity, it depends on a system of organised 
coercion which requires the appropriation of a 
considerable portion of the value produced by labour, 
through taxes, and hence is actually parasitic. Needless 
to say, rent can also be considered as "profit", being 
based purely on "granting permission" and so not a 
productive activity. The same can be said of interest, 
although the arguments are somewhat different (see 
section C.2.6). 


Another problem with the capitalists' "contribution to 
production" argument is that one must either assume (a) 
a strict definition of who is the producer of something, in 
which case one must credit only the worker, or (b) a 
looser definition based on which individuals have 
contributed to the circumstances that made the 
productive work possible. Since the worker's 
productivity was made possible in part by the use of 
property supplied by the capitalist, one can thus credit 
the capitalist with "contributing to production" and so 
claim that he or she is entitled to a reward, 1.e. profit. 


However, if one assumes (b), one must then explain why 
the chain of credit should stop with the capitalist. Since 
all human activity takes place within a complex social 
network, many factors might be cited as contributing to 
the circumstances that allowed workers to produce -- e.g. 
their upbringing and education, the government 
maintained infrastructure that permits their place of 
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employment to operate, and so on. Certainly the property 
of the capitalist contributed in this sense. But his 
contribution was less important than the work of, say, the 
worker's mother. Yet no capitalist, so far as we know, 
has proposed compensating workers' mothers with any 
share of the firm's revenues, and particularly not with a 
greater share than that received by capitalists! Plainly, 
however, if they followed their own logic consistently, 
capitalists would have to agree that such compensation 
would be fair. 


Therefore, as capital is not autonomously productive and 
is the product of human (mental and physical) labour, 
anarchists reject the idea that providing capital is a 
productive act. As Proudhon pointed out, "Capital, tools, 
and machinery are likewise unproductive. . . The 
proprietor who asks to be rewarded for the use of a tool 
or for the productive power of his land, takes for 
granted, then, that which is radically false; namely, that 
capital produces by its own effort - and, in taking pay for 
this imaginary product, he literally receives something 
for nothing." [Op. Cit., p. 169]. 


Of course, it could be argued (and it frequently is) that 
capital makes work more productive and so the owner of 
capital should be "rewarded" for allowing its use. This, 
however, is a false conclusion, since providing capital is 
unlike normal commodity production. This is because 
capitalists, unlike workers, get paid multiple times for 
one piece of work (which, in all likelihood, they paid 
others to do) and keep the result of that labour. As 
Proudhon argued: 


"He [the worker] who manufactures or repairs the 
farmer's tools receives the price once, either at the time 
of delivery, or in several payments; and when this price 
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is once paid to the manufacturer, the tools which he has 
delivered belong to him no more. Never can he claim 
double payment for the same tool, or the same job of 
repairs. If he annually shares in the products of the 
farmer, it is owing to the fact that he annually does 
something for the farmer. 


"The proprietor, on the contrary, does not yield his 
implement; eternally he is paid for it, eternally he keeps 
it." [Op. Cit., pp. 169-170] 


Therefore, providing capital is not a productive act, and 
keeping the profits that are produced by those who 
actually do use capital is an act of theft. This does not 
mean, of course, that creating capital goods is not 
creative nor that it does not aid production. Far from it! 
But owning the outcome of such activity and renting it 
does not justify capitalism or profits. 


Some supporters of capitalism claim that profits 
represent the productivity of capital. They argue that a 
worker is said to receive exactly what she has produced 
because (according to the neo-classical answer) if she 
ceases to work, the total product will decline by 
precisely the value of her wage. However, this argument 
has a flaw in it. This is because the total product will 
decline by more than that value if two or more workers 
leave. This is because the wage each worker receives 
under conditions of perfect competition is assumed to be 
the product of the last labourer in neo-classical theory. 
The neo-classical argument presumes a _ "declining 
marginal productivity," i.e. the marginal product of the 
last worker is assumed to be less than the second last and 
sO on. 
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In other words, in neo-classical economics, all workers 
bar the mythical "last worker" do not receive the full 
product of their labour. They only receive what the last 
worker is claimed to produce and so everyone bar the 
last worker does not receive exactly what he or she 
produces. It looks like the neo-classical claim of no 
exploitation within capitalism seems invalidated by its 
own theory. 


This is recognised by the theorists. Because of this 
declining marginal productivity, the contribution of 
labour is less than the total product. The difference is 
claimed to be precisely the contribution of capital. But 
what is this "contribution" of capital? Without any 
labourers there would be no output. In addition, in 
physical terms, the marginal product of capital is simply 
the amount by which production would decline is one 
piece of capital were taken out of production. It does not 
reflect any productive activity whatsoever on the part of 
the owner of said capital. It does not, therefore, 
measure his or her productive contribution. In other 
words, capitalist economics tries to confuse the owners 
of capital with the machinery they own. 


Indeed, the notion that profits represent the contribution 
of capital is one that is shattered by the practice of 
"profit sharing." If profits were the contribution of 
capital, then sharing profits would mean that capital was 
not receiving its full "contribution" to production (and so 
was being exploited by labour!). Moreover, given that 
profit sharing is usually used as a technique to increase 
productivity and profits it seems strange that such a 
technique would be required if profits, in fact, did 
represent capital's "contribution." After all, the 
machinery which the workers are using is the same as 
before profit sharing was introduced -- how could this 
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unchanged capital stock produce an_ increased 
"contribution"? It could only do so if, in fact, capital was 
unproductive and it was the unpaid efforts, skills and 
energy of workers' that actually was the source of profits. 
Thus the claim that profit equals capital's "contribution" 
has little basis in fact. 


While it is true that the value invested in fixed capital is 
in the course of time transferred to the commodities 
produced by it and through their sale transformed into 
money, this does not represent any actual labour by the 
owners of capital. Anarchists reject the ideological 
sleight-of-hand that suggests otherwise and recognise 
that (mental and physical) labour is the only form of 
contribution that can be made by humans to a productive 
process. Without labour, nothing can be produced nor 
the value contained in fixed capital transferred to goods. 
As Charles A. Dana pointed out in his popular 
introduction to Proudhon's ideas, "/t/he labourer without 
capital would soon supply his wants by its production . . 
. but capital with no labourers to consume it can only lie 
useless and rot." [Proudhon and his "Bank of the 
People", p. 31] If workers do not get paid the full value 
of their contributions to the output they produce then 
they are exploited and so, as indicated, capitalism is 
based upon exploitation. 


So, in and of themselves, fixed costs do not create value. 
Whether value is created depends on how investments 
are developed and used once in place. In the words of the 
English socialist Thomas Hodgskin: 


"Fixed capital does not derive its utility from previous, 


but present labour; and does not bring its owner a profit 
because it has been stored up, but because it is a means 
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of obtaining a command over labour." [Labour 
Defended against the Claims of Capital] 


Which brings us back to labour (and the social 
relationships which exist within an economy) as the 
fundamental source of profits. Moreover the idea (so 
beloved by pro-capitalist economics) that a worker's 
wage is the equivalent of what she produces is one 
violated everyday within reality. As one economist 
critical of neo-classical dogma put it: 


"Managers of a capitalist enterprise are not content 
simply to respond to the dictates of the market by 
equating the wage to the value of the marginal product 
of labour. Once the worker has entered the production 
process, the forces of the market have, for a time at least, 
been superseded. The effort-pay relation will depend not 
only on market relations of exchange but also. . . on the 
hierarchical relations of production - on the relative 
power of managers and workers within the enterprise." 
[William Lazonick, Business Organisation and the 
Myth of the Market Economy, pp. 184-5] 


But, then again, capitalist economics is more concerned 
with justifying the status quo than being in touch with 
the real world. To claim that a workers wage represents 
her contribution and profit capital's is simply false. 
Capital cannot produce anything (nevermind a surplus) 
unless used by labour and so profits do not represent the 
productivity of capital. 


Other common justifications of profit are based on 
claims about the "special abilities" of a select few, e.g. as 
"risk taking" or "creative" ability, and are equally 
unsound as the one just outlined. 
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As for risk taking, virtually all human activity involves 
risk. To claim that capitalists should be paid for the risks 
associated with investment is to implicitly state that 
money is more valuable that human life. Afterall, 
workers risk their health and often their lives in work 
and often the most dangerous workplaces are those 
associated with the lowest pay (safe working conditions 
can eat into profits and so to reward capitalist "risk", the 
risk workers face may actually increase). In the inverted 
world of capitalist ethics, it is usually cheaper (or more 
"efficient") to replace an individual worker than a capital 
investment. 


Moreover, the risk theory of profit fails to take into 
account the different risk-taking abilities of that derive 
from the unequal distribution of society's wealth. As 
James Meade puts it, while "property owners can spread 
their risks by putting small bits of their property into a 
large number of concerns, a worker cannot easily put 
small bits of his effort into a large number of different 
Jobs. This presumably is the main reason we find risk- 
bearing capital hiring labour" and not vice versa [quoted 
by David Schweickart, Op. Cit., pp. 129-130]. Needless 
to say, the most serious consequences of "risk" are 
usually suffered by working people who can lose their 
jobs, health and even lives. So, rather than individual 
evaluations determining "risk", these evaluations will be 
dependent on the class position of the individuals 
involved. Risk, therefore, is not an independent factor 
and so cannot be the source of profit. Indeed, as 
indicated, other activities can involve far more risk and 
be rewarded less. 


As for the "creative" spirit which innovates profits into 
existence, it is true that individuals do see new potential 
and act in innovative ways to create new products or 
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processes. However, as discussed in the next section, this 
is not the source of profit. 


C.2.3 WHY DOES INNOVATION OCCUR AND HOW DOES IT 
AFFECT PROFITS? 


There is a given amount of surplus value in existence 
within the economy at any one time. How this surplus is 
created by or divided between firms is determined by 
competition, within which innovation plays an important 
role. 


Innovation occurs in order to expand profits and so 
survive competition from other companies. While profits 
can be generated in circulation (for example by 
oligopolistic competition or inflation) this can only occur 
at the expense of other people or capitals (see C.5 - Why 


does Big Business get a bigger slice of profits? and C.7 - 


What__causes__the capitalist business cycle? - 
respectively). Innovation, however, allows _ the 


generation of profits directly from the new or increased 
productivity (i.e. exploitation) of labour. This is because 
it is in production that commodities, and so profits, are 
created and innovation results in new products and/or 
new production methods. New products mean that the 
company can reap excess profits until competitors enter 
the new market and force the market price down by 
competition. New production methods allow the 
intensity of labour to be increased, meaning that workers 
do more work relative to their wages (in other words, the 
cost of production falls relative to the market price, 
meaning extra profits). 
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So while competition ensures that capitalist firms 
innovate, innovation is the means by which companies 
can get an edge in the market. This is because innovation 
means that "capitalist excess profits come from the 
production process. . . when there is an above-average 
rise in labour productivity; the reduced costs then enable 
firms to earn higher than average profits in their 
products. But this form of excess profits is only 
temporary and disappears again when improved 
production methods become more general." [Paul 
Mattick, Economics, Politics and the Age of Inflation, 
p. 38] 


In addition, innovation in terms of new technology is 
also used to help win the class war at the point of 
production for the capitalists. As the aim of capitalist 
production is to maximise profits, it follows that 
capitalism will introduce technology that will allow more 
surplus value to be extracted from workers. As Cornelius 
Castoriadis argues, capitalism "has created a capitalist 
technology, for its own ends, which are by no means 
neutral. The real essence of capitalist technology is not 
to develop production for production's sake: it is to 
subordinate and dominate the producers." [Workers' 
Councils and the Economics of a Self-Managed 
Society, p. 13] 


Therefore, technological improvement can also be used 
to increase the power of capital over the workforce, to 
ensure that workers will do as they are told. In this way 
innovation can maximise surplus value production by 
trying to increase domination during working hours as 
well as by increasing productivity by new processes. 


These attempts to increase profits by using innovation is 
the key to capitalist expansion and accumulation. As 
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such innovation plays a key role within the capitalist 
system. However, the source of profits does not change 
and remains in the labour, skills and creativity of 
workers in the workplace. And we must stress that 
innovation itself is a form of labour -- mental labour. 
Indeed, many companies have Research and 
Development departments in which groups of workers 
are paid to generate new and innovative ideas for their 
employers. And we must also point out that many new 
innovations come from individuals who combine mental 
and physical labour outside of capitalist companies. In 
other words, arguments that mental labour alone is the 
source of wealth (or profits) are false. That this is the 
case can be seen from various experiments in workers' 
control (see the next section) where increased equality 
within the workplace actually increases productivity and 
innovation. As these experiments show workers, when 
given the chance, can develop numerous "good ideas" 
and, equally as important, produce them. A capitalist 
with a "good idea," on the other hand, would be 
powerless to produce it without workers and it is this fact 
that shows that innovation, in and of itself, is not the 
source of surplus value. 


C.2.4 
WOULDN'T WORKERS' CONTROL STIFLE INNOVATION? 


Contrary to much capitalist apologetics, innovation is not 
the monopoly of an elite class of humans. It is within all 
of us, although the necessary social environment needed 
to nurture and develop it in ordinary workers is crushed 
by the authoritarian workplaces of capitalism. If workers 
were truly incapable of innovation, any shift toward 
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greater control of production by workers should result in 
decreased productivity. What one actually finds, 
however, is just the opposite: In the few examples where 
workers' control has been implemented, productivity 
increased dramatically as ordinary people were given the 
chance, usually denied them, to apply their skills, talents, 
and creativity. 


As Christopher Eaton Gunn notes, there is "a growing 
body of empirical literature that is generally supportive 
of claims for the economic efficiency of the labour- 
managed firm. Much of this literature focuses on 
productivity, frequently finding it to be _ positively 
correlated with increasing levels of participation. . . 
Studies that encompass a range of issues broader than 
the purely economic also tend to support claims for the 
efficiency of labour managed and worker-controlled 
firms. . . In addition, studies that compare the economic 
preference of groups of traditionally and worker- 
controlled forms point to the stronger performance of the 
latter." [Workers' Self-Management in the United 
States, pp. 42-3] 


This has been strikingly confirmed in studies of the 
Mondragon co-operatives in Spain, where workers are 
democratically involved in production decisions and 
encouraged to innovate. As George Bennello notes, 
"Mondragon productivity is very high -- higher than in 
its capitalist counterparts. Efficiency, measured as the 
ratio of utilised resources -- capital and labour -- to 
output, is far higher than in comparable capitalist 
factories." [The Challenge of Mondragon, p. 216] 


The example of the Lucus workers in Britain, during the 
1970's, again indicates the creative potential waiting to 
be utilised. The workers in Lucus created a plan which 
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would convert the military-based Lucus company into a 
company producing useful goods for ordinary people. 
The workers in Lucus designed the products themselves, 
using their own experiences of work and life. The 
management just were not interested. 


During the Spanish Revolution of 1936-39, workers self- 
managed many factories following the principles of 
participatory democracy. Productivity and innovation in 
the Spanish collectives was exceptionally high. The 
metal-working industry is a good example. As Augustine 
Souchy observes, at the outbreak of the Civil War, the 
metal industry in Catalonia was "very poorly developed." 
Yet within months, the Catalonian metal workers had 
rebuilt the industry from scratch, converting factories to 
the production of war materials for the anti-fascist 
troops. A few days after the July 19th revolution, the 
Hispano-Suiza Automobile Company was already 
converted to the manufacture of armoured cars, 
ambulances, weapons, and munitions for the fighting 
front. "Experts were truly astounded," Souchy writes, "at 
the expertise of the workers in building new machinery 
for the manufacture of arms and munitions. Very few 
machines were imported. In a short time, two hundred 
different hydraulic presses of up to 250 tons pressure, 
one hundred seventy-eight revolving lathes, and 
hundreds of milling machines and boring machines were 
built." [The Anarchist Collectives: Workers' Self- 
management in the Spanish Revolution, 1936-1939, 
ed. Sam Dolgoff, p. 96] 


Similarly, there was virtually no optical industry in Spain 
before the July revolution, only some scattered 
workshops. After the revolution, the small workshops 
were voluntarily converted into a production collective. 
"The greatest innovation," according to Souchy, "was 
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the construction of a new factory for optical apparatuses 
and instruments. The whole operation was financed by 
the voluntary contributions of the workers. In a short 
time the factory turned out opera glasses, telemeters, 
binoculars, surveying instruments, industrial glassware 
in different colours, and certain scientific instruments. It 
also manufactured and repaired optical equipment for 
the fighting fronts ... What private capitalists failed to 
do was accomplished by the creative capacity of the 
members of the Optical Workers' Union of the CNT." 
[Op. Cit., pp. 98-9] 


Therefore, far from being a threat to innovation, workers' 
control would increase it and, more importantly, direct it 
towards improving the quality of life for all as opposed 
to increasing the profits of the few. This aspect an 
anarchist society will be discussed in more detail in 
section I (What would an anarchist society look like?). In 
addition, see sections J.5.10, J.5.11 and J.5.12 for more 
on why anarchists support self-management and why, in 
spite of its higher efficiency and productivity, the 
capitalist market will select against it. 








In short, rather than being a defence of capitalist profit 
taking (and the inequality it generates) the argument that 
freedom increases innovation and productivity actually 
points towards libertarian socialism and workers' self- 
management. This is unsurprising, for only equality can 
maximise liberty and so workers' control (rather than 
capitalist power) is the key to innovation. Only those 
who confuse freedom with the oppression of wage 
labour would be surprised by this. 
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C25 
AREN'T EXECUTIVES WORKERS AND SO CREATORS OF 
VALUE? 


Of course it could be argued that executives are also 
"workers" and so contribute to the value of the 
commodities produced. However, this is not the case. 
Though they may not own the instruments of production, 
they are certainly buyers and controllers of labour power, 
and under their auspices production is still capitalist 
production. The creation of a "salary-slave" strata of 
managers does not alter the capitalist relations of 
production. In effect, the management strata are de facto 
capitalists. As exploitation requires labour ("There is 
work and there is work." as Bakunin noted, "There is 
productive labour and there is the labour of 
exploitation" [The Political Philosophy of Bakunin, p. 
180]), management is like the early "working capitalist" 
and their "wages" come from the surplus value 
appropriated from workers and realised on the market. 
Or, to use a different analogy, managers are like the 
slave drivers hired by slave owners who do not want to 
manage the slaves themselves. The slave drivers' wages 
come from the surplus value extracted from the slaves; it 
is not in itself productive labour. 


Thus the exploitative role of managers, even if they can 
be fired, is no different from capitalists. Moreover, 
"shareholders and managers/technocrats share common 
motives: to make profits and to reproduce hierarchy 
relations that exclude most of the employees from 
effective decision making" [Takis Fotopoulos, "The 
Economic Foundations of an Ecological Society", p. 16, 
Society and Nature No.3, pp. 1-40] 
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This is not to say that 100 percent of what managers do 
is exploitative. The case is complicated by the fact that 
there is a legitimate need for co-ordination between 
various aspects of complex production processes -- a 
need that would remain under libertarian socialism and 
would be filled by elected and recallable (and in some 
cases rotating) managers (see Section I). But under 
capitalism, managers become parasitic in proportion to 
their proximity to the top of the pyramid. In fact, the 
further the distance from the production process, the 
higher the salary; whereas the closer the distance, the 
more likely that a "manager" is a worker with a little 
more power than average. In capitalist organisations, the 
less you do, the more you get. In practice, executives 
typically call upon subordinates to perform managerial 
(i.e. co-ordinating) functions and restrict themselves to 
broader policy-making decisions. As their decision- 
making power comes from the hierarchical nature of the 
firm, they could be easily replaced if policy making was 
in the hands of those who are affected by it. 


C.2.6 
IS INTEREST NOT THE REWARD FOR WAITING, AND SO ISN'T 
CAPITALISM JUST? 


The idea that interest is the reward for "abstinence" on 
the part of savers is a common one in capitalist 
economics. As Alfred Marshall argues, "/i/f we admit it 
[a commodity] is the product of labour alone, and not of 
labour and waiting, we can no doubt be compelled by an 
inexorable logic to admit that there is no justification of 
interest, the reward for waiting" [Principles of 
Economics, p. 587]. While implicitly recognising that 
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labour is the source of all value in capitalism (and that 
abstinence is not the source of profits), it is claimed that 
interest is a justifiable claim on the surplus value 
produced by a worker. 


Why is this the case? Capitalist economics claims that by 
"deferring consumption," the capitalist allows new 
means of production to be developed and so should be 
rewarded for this sacrifice. In other words, in order to 
have capital available as an input -- i.e. to bear costs now 
for returns in the future -- someone has to be willing to 
postpone his or her consumption. That is a real cost, and 
one that people will pay only if rewarded for it. 


This theory usually appears ludicrous to a critic of 
capitalism -- simply put, does the mine owner really 
sacrifice more than a miner, a rich stockholder more than 
an autoworker working in their car plant? It is far easier 
for a rich person to "defer consumption" than for 
someone on an average income. This is borne out by 
statistics, for as Simon Kuznets has noted, "only the 
upper income groups save; the total savings of groups 
below the top decile are fairly close to zero." [Economic 
Growth and Structure, p. 263] Therefore, the 
plausibility of interest as payment for the pain of 
deferring consumption rests on the premise that the 
typical saving unit is a small or medium-income 
household. But in contemporary capitalist societies, this 
is not the case. Such households are not the source of 
most savings; the bulk of interest payments do not go to 
them. 


To put this point differently, the capitalist proponents of 
interest only consider "postponing consumption" as an 
abstraction, without making it concrete. For example, a 
capitalist may "postpone consumption" of 48 Rolls 
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Royces because he needs the money to upgrade some 
machinery in his factory; whereas a single mother may 
have to "postpone consumption" of food or adequate 
housing in order to attempt to better take care of her 
children. The two situations are vastly different, yet the 
capitalist equates them. This equation implies that "not 
being able to buy anything you want" is the same as "not 
being able to buy things you need", and is thus skewing 
the obvious difference in costs of such postponement of 
consumption! 


Thus Proudhon's comments that the loaning of capital 
"does not involve an actual sacrifice on the part of the 
capitalist" and so "does not deprive himself. . . of the 
capital which be lends. He lends it, on the contrary, 
precisely because the loan is not a deprivation to him; he 
lends it because he has no use for it himself, being 
sufficiently provided with capital without it; be lends it, 
finally, because he neither intends nor is able to make it 
valuable to him personally, -- because, if he should keep 
it in his own hands, this capital, sterile by nature, would 
remain sterile, whereas, by its loan and the resulting 
interest, it yields a profit which enables the capitalist to 
live without working. Now, to live without working is, in 
political as well as moral economy, a contradictory 
proposition, an impossible thing." [Interest and 
Principal: A Loan is a Service] 


He goes on: 


"The proprietor who possesses two estates, one at Tours, 
and the other at Orleans, and who is obliged to fix his 
residence on the one which he uses, and consequently to 
abandon his residence on the other, can this proprietor 
claim that he deprives himself of anything, because he is 
not, like God, ubiquitous in action and presence? As well 
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say that we who live in Paris are deprived of a residence 
in New York! Confess, then, that the privation of the 
capitalist is akin to that of the master who has lost his 
Slave, to that of the prince expelled by his subjects, to 
that of the robber who, wishing to break into a house, 
finds the dogs on the watch and the inmates at the 
windows." [Ibid.] 


In the capitalist's world, an industrialist who cannot buy 
a third summer home "suffers" a cost equivalent to that 
of someone who postpones consumption to get 
something they need. Similarly, if the industrialist 
"earns" hundred times more in interest than the wage of 
the coal miner who works in his mine, the industrialist 
"suffers" hundred times more discomfort living in his 
palace than the coal miner does working at the coal face 
in dangerous conditions. The "disutility" of postponing 
consumption while living in luxury is obviously 100 
times greater than the "disutility" of working for a living 
and so should be rewarded appropriately. Of course, the 
difference is that proponents of capitalism feel that 
capitalists deserves compensation for their "restraint" in 
anticipation of future gain, while at the same time 
refusing to recognise the ambiguity of this statement. 


TT, 


All in all, as Joan Robinson pointed out, waiting’ only 
means owning wealth." [Contributions to Modern 
Economics, p. 11] Interest is not the reward for 
"waiting," rather it is one of the rewards for being rich. 


Little wonder, then, that neo-classical economists 
introduced the term waiting as an "explanation" for 
returns to capital (such as interest). Before this change in 
the jargon of economics, mainstream economists used 
the notion of "abstinence" (a term invented by Nassau 
Senior) to account for (and so justify) interest. Just as 
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Senior's "theory" was seized upon to defend returns to 
capital, so was the term "waiting" after it was introduced 
in 1887. Interestingly, while describing exactly the same 
thing, "waiting" became the preferred term simply 
because it had a less apologetic ring to it. According to 
Marshall, the term "abstinence" was "liable to be 
misunderstood" because there were just too many 
wealthy people around who received interest and 
dividends without ever having abstained from anything 
(as he noted, the "greatest accumulators of wealth are 
very rich persons, some [!] of whom live in luxury" [Op. 
Cit., p. 232]). So he opted for the term "waiting" because 
there was "advantage" in its use, particularly because 
socialists had long been pointing out the obvious fact 
that capitalists do not "abstain" from anything (see 
Marshall, Op. Cit., p. 233). The lesson is obvious, in 
mainstream economics if reality conflicts with your 
theory, do not reconsider the theory, change its name! 


Indeed, as Joan Robinson points out, the pro-capitalist 
theories of who abstains are wrong, "since saving is 
mainly out of profits, and real wages tend to be lower the 
higher the rate of profit, the abstinence associated with 
saving is mainly done by the workers, who do not receive 
any share in the ‘'reward.'" [The Accumulation of 
Capital, p. 393] 


To say that those who hold capital can lay claim to a 
portion of the social product by abstaining or waiting 
provides no explanation of what makes production 
profitable, and so to what extent interest and dividends 
can be paid. Reliance on a "waiting" theory of why 
returns of capital exist represents nothing less than a 
reluctance by economists to confront the sources of 
value creation in an economy or to analyse the social 
relations between workers and managers/bosses on the 
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shop floor. To do so would be to bring into question the 
whole nature of capitalism and any claims it was based 
upon freedom. 


C.2.7 
BUT WOULDN'T THE "TIME VALUE" OF MONEY JUSTIFY 
CHARGING INTEREST IN A MORE EGALITARIAN 
CAPITALISM? 


More needs to be said about interest, since a more 
egalitarian capitalism (if such a thing could exist) would 
still have interest, and the greater egalitarianism could 
even be used as the basis of a justification for it. 


Indeed, the conceptual history that supporters of 
capitalism present to justify interest (or the appropriation 
of surplus value in general) usually start in a fictional 
community of equals. The time preference theory of 
interest bases itself on such a fiction. We are presented 
with the argument that individuals have different "time 
preferences." Most individuals prefer, it is claimed, to 
consume now rather than later while a few prefer to save 
now on the condition that they can consume more later. 
Interest, therefore, is the payment that encourages people 
to defer consumption and so is dependent upon the 
subjective evaluations of individuals. 


Based on this argument, many supporters of capitalism 
claim that it is legitimate for the person who provided 
the capital to get back more than they put in, because of 
the "time value of money." This is because the person 
who provided the machinery, tools, etc. had to postpone 
X amount of consumption which he could have had with 
his money. Capital providers will only get back X 
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amount of consuming power later, after they have been 
paid back for the machinery etc. by receiving a portion, 
over time, of the increased output that it makes possible. 
Since people prefer consumption now to consumption 
later, they can only be persuaded to give up consumption 
now by the promise of receiving more later. Hence 
returns to capital are based upon this "time value" of 
money and the argument that individuals have different 
"time preferences." 


That the idea of doing nothing (i.e. not consuming) can 
be considered as productive says a lot about capitalist 
theory. Even supporters of capitalism recognise that 
interest income “arises independently of any personal 
act of the capitalist. It accrues to him even though he has 
not moved any finger in creating it. . . And it flows 
without ever exhausting that capital from which it arises, 
and_ therefore without any necessary limit to its 
continuance. It is, if one may use such an expression in 
mundane matters, capable of everlasting life." [Eugen 
Bohm-Bawark, Capital and Interest, vol. 1, p. 1] 
Needless to say, Bohm-Bawark then went on to justify 
this situation. 


Lets not forget that, due to one decision not to do 
anything (i.e. not to consume), a person (and his or her 
heirs) may receive forever a reward that is not tied to 
any productive activity. Unlike the people actually doing 
the work (who only get a reward every time they 
"contribute" to creating a commodity), the capitalist will 
get rewarded for just one act of abstention. This is hardly 
a just arrangement. As David Schweickart has pointed 
out, "Capitalism does reward some _ individuals 
perpetually. This, if it is to be justified by the canon of 
contribution, one must defend the claim that some 
contributions are indeed eternal." [Against Capitalism, 
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p.17] In addition, the receiver of interest can pass the 
benefits of this one decision to his family after he or she 
dies, weakening the case for "abstinence" even more. 


It was in the face of the weaknesses of the "abstinence" 
or "waiting" theories of capital that Bohm-Bawark 
suggested the "time preference" theory (namely that 
surplus value is generated by the exchange of present 
goods for future goods, as future goods are valued less 
than present goods due to "time preference"). Of course, 
this theory is subject to exactly the same points we raised 
in the last section. An individual's psychology is 
conditioned by the social situation they find themselves 
in. Just as "abstaining" or "waiting" is far easier to do 
when one is rich, ones "time preference" is also 
determined by ones social position. If one has more than 
enough money for current needs, one can more easily 
"discount" the future (for example, workers will value 
the future product of their labour less than their current 
wages simply because without those wages there will be 
no future). And if ones "time preference" is dependent on 
social facts (such as available resources, ones class, etc.), 
then interest cannot be based upon _ subjective 
evaluations, as these are not the independent factor. In 
other words, saving does not express "time preference", 
it simply expresses the extent of inequality. 


Even if we ignore the problem that inequality influences 
the subjective "time preference" of individuals, the 
theory still does not provide a defence of interest. It is 
worthwhile quoting the noted post-Keynesian economist 
Joan Robinson on why this is so: 


"The notion that human beings discount the future 
certainly seems to correspond to everyone's subjective 
experience, but the conclusion drawn from it is a non 
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sequitor, for most people have enough sense to want to 
be able to exercise consuming power as long as fate 
permits, and many people are in the situation of having a 
higher income in the present than they expect in the 
future (salary earners will have to retire, business may 
be better now than it seems likely to be later, etc.) and 
many look beyond their own lifetime and wish to leave 
consuming power to their heirs. Thus a great many .. . 
are eagerly looking for a reliable vehicle to carry 
purchasing power into the future .. . It is impossible to 
say what price would rule is there were a market for 
present versus future purchasing power, unaffected by 
any other influence except the desires of individuals 
about the time-pattern of their consumption. It might will 
be such a market would normally yield a negative rate of 
discount... 


"The rate of interest is normally positive for a quite 
different reason. Present purchasing power is valuable 
partly because, under the capitalist rules of the game, it 
permits its owner... to employ labour and undertake 
production which will yield a surplus of receipts over 
costs. In an economy in which the rate of profit is 
expected to be positive, the rate of interest is positive... 
[and so] the present value of purchasing power exceeds 
its future value to the corresponding extent. . . This is 
nothing whatever to do with the subjective rate of 
discount of the future of the individual concerned. . . " 
[The Accumulation of Capital, p. 395] 


So, interest has little to do with "time preference" and a 
lot more to do with the inequalities associated with the 
capitalist system. In effect, the "time preference" theory 
assumes what it is trying to prove. Interest is positive 
simply because capitalists can appropriate surplus value 
from workers and so current money is more valuable 
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than future money because of this fact. Indeed, in an 
uncertain world future money may be its own reward 
(for example, workers facing unemployment in the 
future could value the same amount of money more then 
than in the present). It is only because money provides 
the authority to allocate resources and exploit wage 
labour that money now is more valuable. In other words, 
the capitalist does not supply "time" (as the "time value" 
theory argues), it provides authority/power. 


So, does someone who saves deserve a reward for 
saving? Simply put, no. Why? Because the act of saving 
is no more an act of production than is purchasing a 
commodity. Clearly the reward for purchasing a 
commodity is that commodity. By analogy, the reward 
for saving should be not interest but one's savings -- the 
ability to consume at a later stage. 


Capitalists assume that people will not save unless 
promised the ability to consume more at a later stage, 
yet close examination of this argument reveals its 
absurdity. People in many different economic systems 
save in order to consume later, but only in capitalism is it 
assumed that they need a reward for it beyond the reward 
of having those savings available for consumption later. 
The peasant farmer "defers consumption" in order to 
have grain to plant next year, the squirrel "defers 
consumption" of nuts in order to have a stock through 
winter. But neither expects to see their stores increase in 
size over time. Therefore, saving is rewarded by saving, 
as consuming is rewarded by consuming. In fact, the 
capitalist "explanation" for interest has all the hallmarks 
of apologetics. It is merely an attempt to justify an 
activity without careful analysing it. 
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To be sure, there is an economic truth underlying this 
argument for justifying interest, but the formulation by 
supporters of capitalism is inaccurate and unfortunate. 
There is a sense in which ‘waiting’ is a condition for 
capital increase, though not for capital per se. Any 
society which wishes to increase its stock of capital 
goods may have to postpone some gratification. 
Workplaces and resources turned over to producing 
capital goods cannot be used to produce consumer items, 
after all. So, like most capitalist economics there is a 
grain of truth in it but this grain of truth is used to grow a 
forest of half-truths and confusion. 


Any economy is a network, where decisions affect 
everyone. Therefore, if some people do not consume 
now, production is turned away from consumption 
goods, and this has an effect on all. Or, to put it slightly 
differently, aggregate demand -- and so aggregate supply 
-- is changed when some people postpone consumption, 
and this affects others. The decrease in the demand for 
consumer goods affects the producers of these goods. 
Under capitalism, this may result in other people having 
to "defer consumption," as they cannot sell their goods 
on the market; but supporters of capitalism assume that 
only capitalists are affected by their decision to postpone 
consumption, and therefore that they should get a reward 
for it. Indeed, why should someone be rewarded for a 
decision which may cause companies to go bust, so 
reducing the available means of production as reduced 
demand results in job loses and idle factories, is not even 
raised as an issue by the supporters of capitalism. 


Lastly, we must consider what interest actually means. It 


is not the same as other forms of exchange. Proudhon 
pointed out the difference: 
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"Comparing a loan to a sale, you say: Your argument is 
as valid against the latter as against the former, for the 
hatter who sells hats does not deprive himself. 


"No, for he receives for his hats -- at least he is reputed 
to receive for them -- their exact value immediately, 
neither more nor less. But the capitalist lender not only 
is not deprived, since he recovers his capital intact, but 
he receives more than his capital, more than he 
contributes to the exchange; he receives in addition to 
his capital an interest which represents no positive 
product on his part. Now, a service which costs no 
labour to him who renders it is a service which may 
become gratuitous." [Interest and Principal: The 
Circulation of Capital, Not Capital Itself, Gives Birth 
to Progress] 


Thus selling the use of money (paid for by interest) is not 
the same as selling a commodity. The seller of the 
commodity does not receive the commodity back as well 
as its price. In effect, as with rent and profits, interest is 
payment for permission to use something and, therefore, 
not a productive act which should be rewarded. 
Ultimately, interest is an expression of inequality, not 
exchange: 


"If there is chicanery afoot in calling 'money now' a 
different good than 'money later,' it is be no means 
harmless, for the intended effect is to subsume 
moneylending under the normative rubric of exchange. . 
. [but] there are obvious differences... [for in normal 
commodity exchange] both parties have something 
[while in loaning] he has something you don't. . . [so] 
inequality dominates the relationship. He has more than 
you have now, and he will get back more than he gives." 
[Schweickart, Op. Cit., p.23] 
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Therefore, money lending is, for the poor person, not a 
choice between more consumption now/less later and 
less consumption now/more later. If there is no 
consumption now, there will not be any later. In 
addition, even in a relatively egalitarian capitalism, 
interest implies that the producer of new capital is not 
producing commodities. Would-be capitalists have 
"deferred consumption" and allowed a machine to be 
created. They then offer to let others use it for a fee, but 
they are not selling a commodity, they are renting the 
use of something. And giving permission is not a 
productive act (as noted above). 


Therefore, providing capital and charging interest are not 
productive acts. As Proudhon argued, "all rent received 
(nominally as damages, but really as payment for a loan) 
is an act of property - of robbery [theft]." [What is 
Property, p. 171]. In other words, capitalism is based on 
usury, i.e. paying for the use of something. The machine 
owner has "deferred consumption" and so is "rewarded" 
with wage labourers to boss about and payment in excess 
of what he or she originally put forward. In addition, the 
commodity producers have made goods which the owner 
of the machine gets paid for and still has the machine! 
This means that the interest paid has been taken from the 
labour of those who use the machine, who end up with 
nothing at the end beyond their wages and so are still 
wage slaves, looking for a new boss. Little wonder 
Proudhon argued that ''Property is theft!" 


Interest is a con, pure and simple. Little wonder both 
social and individualist anarchists have opposed it. Ben 
Tucker assumed that mutual banking, besides reducing 
interest to zero, would also increase the power of 
workers in the economy, meaning that workers would be 
in a position to refuse to work for a capitalist unless they 
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agreed to a hire-purchase deal on the capital they used 
(see section G). As for the social anarchists, they realised 
that free agreements between syndicates and communes 
would ensure suitable investment in new means of 
production. They also recognised the network of 
common influence in any advanced economy, and thus 
that since everyone is affected by investment decisions, 
all should have a say in them (see section I). 
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C.3 

WHAT DETERMINES THE _ DISTRIBUTION 
BETWEEN _ PROFITS ~AND WAGES __ WITHIN 
COMPANIES? 








At any time, there is a given amount of unpaid labour in 
circulation in the form of goods or services representing 
more added value than workers were paid for. This given 
sum of unpaid labour represents total available profits. 
Each company tries to maximise its share of that total, 
and if a company does realise an above-average share, it 
means that some other companies receive less than 
average. The larger the company, the more likely it is to 
obtain a larger share of the available surplus, for reasons 
discussed later (see section C.5). The important thing to 
note here is that companies compete on the market to 
realise their share of the total surplus of profits (unpaid 
labour). However, the source of these profits does not lie 
in the market, but in production. One cannot buy what 
does not exist and if one gains, another loses. 


As indicated above, production prices determine market 
prices. In any company, wages determine a large 
percentage of the production costs. Looking at other 
costs (such as raw materials), again wages play a large 
role in determining their price. Obviously the division of 
a commodity's price into costs and profits is not a fixed 
ratio, which mean that prices are the result of complex 
interactions of wage levels and productivity. 


Within the limits of a given situation, the class struggle 
between employers and employees over wages, working 
conditions and benefits determines the degree of 
exploitation within a workplace and industry, and so 
determines the relative amount of money which goes to 


454 


labour (i.e. wages) and the company (profits). As 
Proudhon argued, the expression "the relations of profits 
to wages" meant "the war between labour and capital." 
[System of Economical Contradictions, p. 130] This 
also means that an increase in wages may not drive up 
prices, as it may reduce profits or be tied to productivity; 
but this will have more widespread effects, as capital 
will move to other industries and countries in order to 
improve profit rates, if this is required. 


The essential point is that the extraction of surplus value 
from workers is not a simple technical operation like the 
extraction of so many joules from a ton of coal. It is a 
bitter struggle, in which the capitalists lose half the time. 
Labour power is unlike all other commodities - it is and 
remains inseparably embodied in human beings. The 
division of profits and wages in a company and in the 
economy as a whole is dependent upon and modified by 
the actions of workers, both as individuals and as a class. 


We are not saying that economic and objective factors 
play no role in the determination of the wage level. On 
the contrary, at any moment the class struggle can only 
act within a given economic framework. However, these 
objective conditions are constantly modified by the class 
struggle and it is this conflict between the human and 
commodity aspects of labour power that ultimately 
brings capitalism into crisis (see section C.7). 


From this perspective, the neo-classical argument that a 
factor in production (labour, capital or land) receives an 
income share that indicates its productive power "at the 
margin" is false. Rather, it is a question of power -- and 
the willingness to use it. As Christopher Eaton Gunn 
points out, this argument "take[s] no account of power -- 
of politics, conflict, and bargaining -- as more likely 


455 


indicators of relative shares of income in the real 
world." [Workers' Self-Management in the United 
States, p. 185] If the power of labour is increasing, it's 
share in income will tend to increase and, obviously, if 
the power of labour decreased it would fall. And the 
history of the post-war economy supports such an 
analysis, with labour in the advanced countries share of 
income falling from 68% in the 1970s to 65.1% in 1995 
(in the EU, it fell from 69.2% to 62%). In the USA, 
labour's share of income in the manufacturing sector fell 
from 74.8% to 70.6% over the 1979-89 period, reversing 
the rise in labour's share that occurred over the 1950s, 
1960s and 1970s. The reversal in labour's share occurred 
at the same time as labour's power was undercut by 
right-wing governments and high unemployment. 


Thus, for many anarchists, the relative power between 
labour and capital determines the distribution of income 
between them. In periods of full employment or growing 
workplace organisation and solidarity, workers wages 
will tend to rise faster. In periods where there is high 
unemployment and weaker unions and less direct action, 
labour's share will fall. From this analysis anarchists 
support collective organisation and action in order to 
increase the power of labour and ensure we receive more 
of the value we produce. 


The neo-classical notion that rising productivity allows 
for increasing wages is one that has suffered numerous 
shocks since the early 1970s. Usually wage increases lag 
behind productivity. For example, during Thatcher's 
reign of freer markets, productivity rose by 4.2%, 1.4% 
higher than the increase in real earnings between 1980- 
88. Under Reagan, productivity increased by 3.3%, 
accompanied by a fall of 0.8% in real earnings. 
Remember, though, these are averages and hide the 
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actual increases in pay between workers and managers. 
To take one example, the real wages for employed single 
men between 1978 and 1984 in the UK rose by 1.8% for 
the bottom 10% of that group, for the highest 10%, it 
was a massive 18.4%. The average rise (10.1%) hides 
the vast differences between top and bottom. In addition, 
these figures ignore the starting point of these rises -- the 
often massive differences in wages between employees 
(compare the earnings of the CEO of McDonalds and 
one of its cleaners). In other words, 2.8% of nearly 
nothing is still nearly nothing! 


Looking at the USA again, we find that workers who are 
paid by the hour (the majority of employees) saw their 
average pay peak in 1973. Since then, it had declined 
substantially and stood at its mid-1960s level in 1992. 
For over 80 per cent of the US workforce (production 
and non-supervisory workers), real wages have fallen by 
19.2 per cent for weekly earnings and 13.4 per cent for 
hourly earnings between 1973 and 1994. Productivity 
had risen by 23.2 per cent. Combined with this drop in 
real wages in the USA, we have seen an increase in 
hours worked. In order to maintain their current standard 
of living, working class people have turned to both debt 
and longer working hours. Since 1979, the annual hours 
worked by middle-income families rose from 3 020 to 3 
206 in 1989, 3 287 in 1996 and 3 335 in 1997. In Mexico 
we find a similar process. Between 1980 and 1992, 
productivity rose by 48 per cent while salaries (adjusted 
for inflation) fell by 21 per cent. 


Between 1989 to 1997, productivity increased by 9.7% 
in the USA while medium compensation decreased by 
4.2%. In addition, medium family working hours grew 
by 4% (or three weeks of full-time work) while its 
income increased by only 0.6 % (in other words, 
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increases in working hours helped to create this slight 
growth). If the wages of workers were related to their 
productivity, as argued by neo-classical economics, you 
would expect wages to increase as productivity rose, 
rather than fall. However, if wages are related to 
economic power, then this fall is to be expected. This 
explains the desire for "flexible" labour markets, where 
workers' bargaining power is eroded and so more income 
can go to profits rather than wages. Of course, it will be 
argued that only in a perfectly competitive market (or, 
more realistically, a truly "free" one) will wages increase 
in-line with productivity. However, you would expect 
that a regime of freer markets would make things better, 
not worse. Moreover, the neo-classical argument that 
unions, struggling over wages and working conditions 
will harm workers in the "long run" has been 
dramatically refuted over the last 30 years -- the decline 
of the labour movement in the USA has been marked by 
falling wages, not rising ones, for example. 


Unsurprisingly, in a hierarchical system those at the top 
do better than those at the bottom. The system is set up 
so that the majority enrich the minority. That is way 
anarchists argue that workplace organisation and 
resistance is essential to maintain -- and even increase -- 
labour's income. For if the share of income between 
labour and capital depends on their relative power -- and 
it does -- then only the actions of workers themselves 
can improve their situation and determine the 
distribution of the value they create. 
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C4 
WHY DOES THE MARKET BECOME DOMINATED 
BY BIG BUSINESS? 





"The facts show. . .that capitalist economies tend over 
time and with some interruptions to become more and 
more heavily concentrated." [M.A. Utton, The Political 
Economy of Big Business, p. 186] The dynamic of the 
"free" market is that it tends to becomes dominated by a 
few firms (on a national, and increasingly, international, 
level), resulting in oligopolistic competition and higher 
profits for the companies in question (see next section 
for details and evidence). This occurs because only 
established firms can afford the large capital investments 
needed to compete, thus reducing the number of 
competitors who can enter or survive in a given the 
market. Thus, in Proudhon's words, "competition kills 
competition." [System of Economical Contradictions, 
p. 242] 


This "does not mean that new, powerful brands have not 
emerged [after the rise of Big Business in the USA after 
the 1880s]; they have, but in such markets. . . which 
were either small or non-existent in the early years of 
this century." The dynamic of capitalism is such that the 
"competitive advantage [associated with the size and 
market power of Big Business], once created, prove[s] to 
be enduring." [Paul Ormerod, The Death of Economics, 
p. 55] 


For people with little or no capital, entering competition 
is limited to new markets with low start-up costs ("In 
general, the industries which are generally associated 
with small scale production. . . have low levels of 
concentration" [Malcolm C. Sawyer, The Economics of 
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Industries and Firms, p. 35]). Sadly, however, due to 
the dynamics of competition, these markets usually in 
turn become dominated by a few big firms, as weaker 
firms fail, successful ones grow and capital costs 
increase -- "Each time capital completes its cycle, the 
individual grows smaller in proportion to it." [Josephine 
Guerts, Anarchy: A Journal of Desire Armed no. 41, 
p. 48] 


For example, between 1869 and 1955 "there was a 
marked growth in capital per person and per number of 
the labour force. Net capital per head rose. . . to about 
four times its initial level. . . at a rate of about 17% per 
decade." The annual rate of gross capital formation rose 
"from $3.5 billion in 1869-1888 to $19 billion in 1929- 
1955, and to $30 billion in 1946-1955. This long term 
rise over some three quarters of a century was thus 
about nine times the original level." [Simon Kuznets, 
Capital in the American Economy, p. 33 and p. 394, 
constant (1929) dollars]. To take the steel industry as an 
illustration: in 1869 the average cost of steel works in the 
USA was $156,000, but by 1899 it was $967,000 -- a 
520% increase. From 1901 to 1950, gross fixed assets 
increased from $740,201 to $2,829,186 in the steel 
industry as a whole, with the assets of Bethlehem Steel 
increasing by 4,386.5% from 1905 ($29,294) to 1950 
($1,314,267). These increasing assets are reflect both in 
the size of workplaces and in the administration levels in 
the company as a whole (i.e. between individual 
workplaces). 


With the increasing ratio of capital to worker, the cost of 
starting a rival firm in a given, well-developed, market 
prohibits all but other large firms from doing so (and 
here we ignore advertising and other distribution 
expenses, which increase start-up costs even more - 


460 


"advertising raises the capital requirements for entry 
into the industry" -- Sawyer, Op. Cit., p. 108). J.S Bain 
[Barriers in New Competition] identified three main 
sources of entry barrier: economies of scale (i.e. 
increased capital costs and their more productive nature); 
product differentiation (i.e. advertising); and a more 
general category he called "absolute cost advantage." 


This last barrier means that larger companies are able to 
outbid smaller companies for resources, ideas, etc. and 
put more money into Research and Development and 
buying patents. Therefore they can have a technological 
and material advantage over the small company. They 
can charge "uneconomic" prices for a time (and still 
survive due to their resources) -- an activity called 
"predatory pricing" -- and/or mount lavish promotional 
campaigns to gain larger market share or drive 
competitors out of the market. In addition, it is easier for 
large companies to raise external capital, and risk is 
generally less. 


In addition, large firms can have a major impact on 
innovation and the development of technology -- they 
can simply absorb newer, smaller, enterprises by way of 
their economic power, buying out (and thus controlling) 
new ideas, much the way oil companies hold patents on a 
variety of alternative energy source technologies, which 
they then fail to develop in order to reduce competition 
for their product (of course, at some future date they may 
develop them when it becomes profitable for them to do 
so). Also, when control of a market is secure, oligopolies 
will usually delay innovation to maximise their use of 
existing plant and equipment or introduce spurious 
innovations to maximise product differentiation. If their 
control of a market is challenged (usually by other big 
firms, such as the increased competition Western 
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oligopolies faced from Japanese ones in the 1970s and 
1980s), they can speed up the introduction of more 
advanced technology and usually remain competitive 
(due, mainly, to the size of the resources they have 
available). 


These barriers work on two levels - absolute (entry) 
barriers and relative (movement) barriers. As business 
grows in size, the amount of capital required to invest in 
order to start a business also increases. This restricts 
entry of new capital into the market (and limits it to 
firms with substantial financial and/or political backing 
behind them): 


"Once dominant organisations have come to 
characterise the structure of an industry, immense 
barriers to entry face potential competitors. Huge 
investments in plant, equipment, and personnel are 
needed. . . [T]he development and _ utilisation of 
productive resources within the organisation takes 
considerable time, particularly in the face of formidable 
incumbents . . . It is therefore one thing for a few 
business organisations to emerge in an industry that has 
been characterised by .. . highly competitive conditions. 
It is quite another to break into an industry. . . [marked 
by] oligopolistic market power." [William Lazonick, 
Business Organisation and the Myth of the Market 
Economy, pp. 86-87] 


Moreover, within the oligopolistic industry, the large 
size and market power of the dominant firms mean that 
smaller firms face expansion disadvantages which 
reduce competition. The dominant firms have many 
advantages over their smaller rivals -- significant 
purchasing power (which gains better service and lower 
prices from suppliers as well as better access to 
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resources), privileged access to financial resources, 
larger amounts of retained earnings to fund investment, 
economies of scale both within and between workplaces, 
the undercutting of prices to "uneconomical" levels and 
so on (and, of course, they can buy the smaller company 
-- IBM paid $3.5 billion for Lotus in 1995. That is about 
equal to the entire annual output of Nepal, which has a 
population of 20 million). The large firm or firms can 
also rely on its established relationships with customers 
or suppliers to limit the activities of smaller firms which 
are trying to expand (for example, using their clout to 
stop their contacts purchasing the smaller firms 
products). 


Little wonder Proudhon argued that "/i/n competition. . . 
victory is assured to the heaviest battalions." [Op. Cit., 
p. 260] 


As a result of these entry/movement barriers, we see the 
market being divided into two main sectors -- an 
oligopolistic sector and a more competitive one. These 
sectors work on two levels -- within markets (with a few 
firms in a given market having very large market shares, 
power and excess profits) and within the economy itself 
(some markets being highly concentrated and dominated 
by a few firms, other markets being more competitive). 
This results in smaller firms in oligopolistic markers 
being squeezed by big business along side firms in more 
competitive markets. Being protected from competitive 
forces means that the market price of oligopolistic 
markets is not forced down to the average production 
price by the market, but instead it tends to stabilise 
around the production price of the smaller firms in the 
industry (which do not have access to the benefits 
associated with dominant position in a market). This 
means that the dominant firms get super-profits while 
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new capital is not tempted into the market as returns 
would not make the move worthwhile for any but the 
biggest companies, who usually get comparable returns 
in their own oligopolised markets (and due to the 
existence of market power in a few hands, entry can 
potentially be disastrous for small firms if the dominant 
firms perceive expansion as a threat). 


Thus whatever super-profits Big Business reap are 
maintained due to the advantages it has in terms of 
concentration, market power and size which reduce 
competition (see section C.5 for details). 


And, we must note, that the processes that saw the rise of 
national Big Business is also at work on the global 
market. Just as Big Business arose from a desire to 
maximise profits and survive on the market, so 
"[t]ransnationals arise because they are a means of 
consolidating or increasing profits in an oligopoly 
world." [Keith Cowling and Roger Sugden, 
Transnational Monopoly Capitalism, p. 20] So while a 
strictly national picture will show a market dominated 
by, say, four firms, a global view shows us twelve firms 
instead and market power looks much less worrisome. 
But just as the national market saw a increased 
concentration of firms over time, so will global markets. 
Over time a well-evolved structure of global oligopoly 
will appear, with a handful of firms dominating most 
global markets (with turnovers larger than most countries 
GDP -- which is the case even now. For example, in 
1993 Shell had assets of US$ 100.8 billion, which is 
more than double the GDP of New Zealand and three 
times that of Nigeria, and total sales of US$ 95.2 billion). 


Thus the very dynamic of capitalism, the requirements 
for survival on the market, results in the market 
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becoming dominated by Big Business ("the more 
competition develops, the more it tends to reduce the 
number of competitors." [P-J Proudhon, Op. Cit., p. 
243]). The irony that competition results in its 
destruction and the replacement of market co-ordination 
with planned allocation of resources is one usually lost 
on supporters of capitalism. 


C.4.1 
HOW EXTENSIVE IS BIG BUSINESS? 


The effects of Big Business on assets, sales and profit 
distribution are clear. In the USA, in 1985, there were 
14,600 commercial banks. The 50 largest owned 45.7 of 
all assets, the 100 largest held 57.4%. In 1984 there were 
272,037 active corporations in the manufacturing sector, 
710 of them (one-fourth of 1 percent) held 80.2 percent 
of total assets. In the service sector (usually held to home 
of small business), 95 firms of the total of 899,369 
owned 28 percent of the sector's assets. In 1986 in 
agriculture, 29,000 large farms (only 1.3% of all farms) 
accounted for one-third of total farm sales and 46% of 
farm profits. In 1987, the top 50 firms accounted for 
54.4% of the total sales of the Fortune 500 largest 
industrial companies. [Richard B. Du _ Boff, 
Accumulation and Power, p. 171] 
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The process of market domination is reflected by the 
increasing market share of the big companies. In Britain, 
the top 100 manufacturing companies saw their market 
share rise from 16% in 1909, to 27% in 1949, to 32% in 
1958 and to 42% by 1975. In terms of net assets, the top 
100 industrial and commercial companies saw their share 
of net assets rise from 47% in 1948 to 64% in 1968 to 
80% in 1976 [RCO Matthews (ed.), Economy and 
Democracy, p. 239]. Looking wider afield, we find that 
in 1995 about 50 firms produce about 15 percent of the 
manufactured goods in the industrialised world. There 
are about 150 firms in the world-wide motor vehicle 
industry. But the two largest firms, General Motors and 
Ford, together produce almost one-third of all vehicles. 
The five largest firms produce half of all output and the 
ten largest firms produce three-quarters. Four appliance 
firms manufacture 98 percent of the washing machines 
made in the United States. In the U. S. meatpacking 
industry, four firms account for over 85 percent of the 
output of beef, while the other 1,245 firms have less than 
15 percent of the market. 


While the concentration of economic power is most 
apparent in the manufacturing sector, it is not limited to 
manufacturing. We are seeing increasing concentration 
in the service sector - airlines, fast-food chains and the 
entertainment industry are just a few examples. 


The other effect of Big Business is that large companies 
tend to become more diversified as the concentration 
levels in individual industries increase. This is because 
as a given market becomes dominated by larger 
companies, these companies expand into other markets 
(using their larger resources to do so) in order to 
strengthen their position in the economy and reduce 
risks. This can be seen in the rise of "subsidiaries" of 
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parent companies in many different markets, with some 
products apparently competing against each other 
actually owned by the same company! 


Tobacco companies are masters of this diversification 
strategy; most people support their toxic industry without 
even knowing it! Don't believe it? Well, if you ate any 
Jell-O products, drank Kool-Aid, used Log Cabin syrup, 
munched Minute Rice, quaffed Miller beer, gobbled 
Oreos, smeared Velveeta on Ritz crackers, and washed it 
all down with Maxwell House coffee, you supported the 
tobacco industry, all without taking a puff on a cigarette! 


Ironically, the reason why the economy becomes 
dominated by Big Business has to do with the nature of 
competition itself. In order to survive (by maximising 
profits) in a competitive market, firms have to invest in 
capital, advertising, and so on. This survival process 
results in barriers to potential competitors being created, 
which results in more and more markets being 
dominated by a few big firms. This oligopolisation 
process becomes self-supporting as oligopolies (due to 
their size) have access to more resources than smaller 
firms. Thus the dynamic of competitive capitalism is to 
negate itself in the form of oligopoly. 


C.4.2 
WHAT ARE THE EFFECTS OF BIG BUSINESS ON SOCIETY? 


Unsurprisingly many pro-capitalist economists and 
supporters of capitalism try to downplay the extensive 
evidence on the size and dominance of Big Business in 
capitalism. 
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Some deny that Big Business is a problem - if the market 
results in a few companies dominating it, then so be it 
(the right-libertarian "Austrian" school is at the forefront 
of this kind of position - although it does seem somewhat 
ironic that "Austrian" economists and other "market 
advocates" should celebrate the suppression of market 
co-ordination by planned co-ordination within the 
economy that the increased size of Big Business marks). 
According to this perspective, oligopolies and cartels 
usually do not survive very long, unless they are doing a 
good job of serving the customer. 


We agree -- it is oligopolistic competition we are 
discussing here. Big Business has to be responsive to 
demand (when not manipulating/creating it by 
advertising, of course), otherwise they lose market share 
to their rivals (usually other dominant firms in the same 
market, or big firms from other countries). However, the 
"free market" response to the reality of oligopoly ignores 
the fact that we are more than just consumers and that 
economic activity and the results of market events 
impact on many different aspects of life. Thus our 
argument is not focused on the fact we pay more for 
some products than we would in a more competitive 
market -- it is the wider results of oligopoly we are 
concerned with here. If a few companies receive excess 
profits just because their size limits competition the 
effects of this will be felt everywhere. 


For a start, these "excessive" profits will tend to end up 
in few hands, so skewing the income distribution (and so 
power and influence) within society. The available 
evidence suggests that "more concentrated industries 
generate a lower wage share for workers" in a firm's 
value-added. [Keith Cowling, Monopoly Capitalism, p. 
106] The largest firms retain only 52% of their profits, 
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the rest is paid out as dividends, compared to 79% for 
the smallest ones and "what might be called rentiers 
share of the corporate surplus - dividends plus interest 
as a percentage of pretax profits and interest - has risen 
sharply, from 20-30% in the 1950s to 60-70% in the 
early 1990s." [Doug Henwood, Wall Street, p. 75, p. 
73| The top 10% of the US population own well over 
80% of stock and bonds owned by individuals while the 
top 5% of stockowners own 94.5% of all stock held by 
individuals. Little wonder wealth has become so 
concentrated since the 1970s [Ibid., pp. 66-67]. At its 
most basic, this skewing of income provides the 
capitalist class with more resources to fight the class war 
but its impact goes much wider than this. 


Moreover, the "Jevel of aggregate concentration helps to 
indicate the degree of centralisation of decision-making 
in the economy and the economic power of large firms." 
[Malcolm C. Sawyer, Op. Cit., p. 261] Thus oligopoly 
increases and _ centralises economic power over 
investment decisions and location decisions which can 
be used to play one region/country and/or workforce 
against another to lower wages and conditions for all (or, 
equally likely, investment will be moved away from 
countries with rebellious work forces or radical 
governments, the resulting slump teaching them a lesson 
on whose interests count). As the size of business 
increases, the power of capital over labour and society 
also increases with the threat of relocation being enough 
to make workforces accept pay cuts, worsening 
conditions, "down-sizing" and so on and communities 
increased pollution, the passing of pro-capital laws with 
respect to strikes, union rights, etc. (and increased 
corporate control over politics due to the mobility of 
capital). 
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Also, of course, oligopoly results in political power as 
their economic importance and resources gives them the 
ability to influence government to introduce favourable 
policies -- either directly, by funding political parties, or 
indirectly by investment decisions or influence the media 
and funding political think-tanks. Economic power also 
extends into the labour market, where restricted labour 
opportunities as well as negative effects on the work 
process itself may result. All of which shapes the society 
we live in the laws we are subject to, the "evenness" and 
"levelness" of the "playing field" we face in the market 
and the ideas dominant in society (see sections D.2 and 
D.3). 


So, with increasing size, comes the increasing power, the 
power of oligopolies to "influence the terms under which 
they choose to operate. Not only do they react to the 
level of wages and the pace of work, they also act to 
determine them. . . The credible threat of the shift of 
production and investment will serve to hold down 
wages and raise the level of effort [required from 
workers] . . . [and] may also be able to gain the co- 
operation of the state in securing the appropriate 
environment ... [for] a redistribution towards profits" in 
value/added and national income. [Keith Cowling and 
Roger Sugden, Transnational Monopoly Capitalism, 
p. 99] 


Since the market price of commodities produced by 
oligopolies is determined by a mark-up over costs, this 
means that they contribute to inflation as they adapt to 
increasing costs or falls in their rate of profit by 
increasing prices. However, this does not mean that 
oligopolistic capitalism is not subject to slumps. Far 
from it. Class struggle will influence the share of wages 
(and so profit share) as wage increases will not be fully 


470 


offset by price increases -- higher prices mean lower 
demand and there is always the threat of competition 
from other oligopolies. In addition, class struggle will 
also have an impact on productivity and the amount of 
surplus value in the economy as a whole, which places 
major limitations on the stability of the system. Thus 
oligopolistic capitalism still has to contend with the 
effects of social resistance to hierarchy, exploitation and 
oppression that afflicted the more competitive capitalism 
of the past. 


The distributive effects of oligopoly skews income, thus 
the degree of monopoly has a major impact on the 
degree of inequality in household distribution. The flow 
of wealth to the top helps to skew production away from 
working class needs (by outbidding others for resources 
and having firms produce goods for elite markets while 
others go without). The empirical evidence presented by 
Keith Cowling "points to the conclusion that a 
redistribution from wages to profits will have a 
depressive impact on consumption" [Op. Cit., p. 51] 
which may cause depression. High profits also means 
that more can be retaining by the firm to fund investment 
(or pay high level managers more salaries or increase 
dividends, of course). When capital expands faster than 
labour income over-investment is an increasing problem 
and aggregate demand cannot keep up to counteract 
falling profit shares (see section C.7 on more about the 
business cycle). Moreover, as the capital stock is larger, 
oligopoly will also have a tendency to deepen the 
eventual slump, making it last long and harder to recover 
from. 


Looking at oligopoly from an efficiency angle, the 
existence of super profits from oligopolies means that 
the higher price within a market allows inefficient firms 
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to continue production. Smaller firms can make average 
(non-oligopolistic) profits in spite of having higher 
costs, sub-optimal plant and so on. This results in 
inefficient use of resources as market forces cannot work 
to eliminate firms which have higher costs than average 
(one of the key features of capitalism according to its 
supporters). And, of course, oligopolistic profits skew 
allocative efficiency as a handful of firms can out-bid all 
the rest, meaning that resources do not go where they are 
most needed but where the largest effective demand lies. 


Such large resources available to oligopolistic companies 
also allows inefficient firms to survive on the market 
even in the face of competition from other oligopolistic 
firms. As Richard B. Du Boff points out, efficiency can 
also be “impaired when market power so reduces 
competitive pressures that administrative reforms can be 
dispensed with. One notorious case was .. . U.S. Steel 
[formed in 1901]. Nevertheless, the company was hardly 
a commercial failure, effective market control endured 
for decades, and above normal returns were made on the 
watered stock. . . Another such case was Ford. The 
company survived the 1930s only because of cash 
reserves socked away in its glory days. 'Ford provides 
an excellent illustration of the fact that a really large 
business organisation can withstand a surprising amount 
of mismanagement.'" [Accumulation and Power, p. 
174] 


Thus Big Business reduces efficiency within an economy 
on many levels as well as having significant and lasting 
impact on society's social, economic and_ political 
structure. 


The effects of the concentration of capital and wealth on 
society are very important, which is why we are 
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discussing capitalism's tendency to result in big business. 
The impact of the wealth of the few on the lives of the 
many is indicated in section D of the FAQ. As shown 
there, in addition to involving direct authority over 
employees, capitalism also involves indirect control over 
communities through the power that stems from wealth. 


Thus capitalism is not the free market described by such 
people as Adam Smith -- the level of capital 
concentration has made a mockery of the ideas of free 
competition. 


C.4.3 What does the existence of Big Business mean for 
economic theory and wage labour? 


Here we indicate the impact of Big Business on 
economic theory itself and wage labour. In the words of 
Michal Kalecki, perfect competition is "a most 
unrealistic assumption" and "when its actual status of a 
handy model is forgotten becomes a dangerous myth." 
[quoted by Malcolm C. Sawyer, The Economics of 
Michal Kalecki, p. 8] Unfortunately mainstream 
capitalist economics is built on this myth. Ironically, it 
was against a "background [of rising Big Business in the 
1890s] that the grip of marginal economics, an 
imaginary world of many small firms. . . was 
consolidated in the economics profession." Thus, 
"[a]lmost from its conception, the theoretical postulates 
of marginal economics concerning the nature of 
companies [and of markets, we must add] have been a 
travesty of reality." [Paul Ormerod, Op. Cit., pp. 55-56] 


That the assumptions of economic ideology so 
contradicts reality has important considerations on the 
"voluntary" nature of wage labour. If the competitive 
model assumed by neo-classical economics held we 
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would see a wide range of ownership types (including 
co-operatives, extensive self-employment and workers 
hiring capital) as there would be no "barriers of entry" 
associated with firm control. This is not the case -- 
workers hiring capital is non-existent and self- 
employment and co-operatives are marginal. The 
dominant control form is capital hiring labour (wage 
slavery). 


With a model based upon "perfect competition," 
supporters of capitalism could build a case that wage 
labour is a voluntary choice -- after all, workers (in such 
a market) could hire capital or form co-operatives 
relatively easily. But the reality of the "free" market is 
such that this model is does not exist -- and as an 
assumption, it is seriously misleading. If we take into 
account the actuality of the capitalist economy, we soon 
have to realise that oligopoly is the dominant form of 
market and that the capitalist economy, by its very 
nature, restricts the options available to workers -- which 
makes the notion that wage labour is a "voluntary" 
choice untenable. 


If the economy is so structured as to make entry into 
markets difficult and survival dependent on 
accumulating capital, then these barriers are just as 
effective as government decrees. If small businesses are 
squeezed by oligopolies then chances of failure are 
increased (and so off-putting to workers with few 
resources) and if income inequality is large, then workers 
will find it very hard to find the collateral required to 
borrow capital and start their own co-operatives. Thus, 
looking at the reality of capitalism (as opposed to the 
textbooks) it is clear that the existence of oligopoly helps 
to maintain wage labour by restricting the options 
available on the "free market" for working people. 
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As we noted in section C.4, those with little capital are 
reduced to markets with low set-up costs and low 
concentration. Thus, claim the supporters of capitalism, 
workers still have a choice. However, this choice is (as 
we have indicated) somewhat limited by the existence of 
oligopolistic markets -- so limited, in fact, that less than 
10% of the working population are self-employed 
workers. Moreover, it is claimed, technological forces 
may work to increase the number of markets that require 
low set-up costs (the computing market is often pointed 
to as an example). However, similar predictions were 
made over 100 years ago when the electric motor began 
to replace the steam engine in factories. "The new 
technologies [of the 1870s] may have been compatible 
with small production units and_ decentralised 
operations. . . That. . . expectation was not fulfilled." 
[Richard B. Du Boff, Op. Cit., p. 65] From the history of 
capitalism, we imagine that markets associated with new 
technologies will go the same way. 


The reality of capitalist development is that even if 
workers invested in new markets, one that require low 
set-up costs, the dynamic of the system is such that over 
time these markets will also become dominated by a few 
big firms. Moreover, to survive in an oligopolised 
economy small cooperatives will be under pressure to 
hire wage labour and otherwise act as capitalist concerns 
(see section J.5.11). Therefore, even if we ignore the 
massive state intervention which created capitalism in 
the first place (see section B.3.2), the dynamics of the 
system are such that relations of domination and 
oppression will always be associated with it -- they 
cannot be "competed" away as the actions of competition 
creates and re-enforces them (also see sections J.5.11 
and J.5.12 on the barriers capitalism place on co- 
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operatives and self-management even though they are 
more efficient). 


So the effects of the concentration of capital on the 
options open to us are great and very important. The 
existence of Big Business has a direct impact on the 
"voluntary" nature of wage labour as it produces very 
effective "barriers of entry" for alternative modes of 
production. The resultant pressures big business place on 
small firms also reduces the viability of co-operatives 
and self-employment to survive as co-operatives and 
non-employers of wage labour, effectively marginalising 
them as true alternatives. Moreover, even in new markets 
the dynamics of capitalism are such that new barriers are 
created all the time, again reducing our options. 


Overall, the reality of capitalism is such that the equality 
of opportunity implied in models of "perfect 
competition" is lacking. And without such equality, 
wage labour cannot be said to be a "voluntary" choice 
between available options -- the options available have 
been skewed so far in one direction that the other 
alternatives have been marginalised. 
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C.5 
WHY DOES BIG BUSINESS GET A BIGGER SLICE 
OF PROFITS? 





As described in the last section, due to the nature of the 
capitalist market, large firms soon come to dominate. 
Once a few large companies dominate a particular 
market, they form an oligopoly from which a large 
number of competitors have effectively been excluded, 
thus reducing competitive pressures. In this situation 
there is a tendency for prices to rise above what would 
be the "market" level, as the oligopolistic producers do 
not face the potential of new capital entering "their" 
market (due to the relatively high capital costs and other 
entry/movement barriers). This form of competition 
results in Big Business having an "unfair" slice of 
available profits. As there is an objective level of profits 
existing in the economy at any one time, oligopolistic 
profits are "created at the expense of individual capitals 
still caught up in competition." [Paul Mattick, 
Economics, Politics, and the Age of Inflation, p. 38] 


As argued in section C.1, the price of a commodity will 
tend towards its production price (which is costs plus 
average profit). In a developed capitalist economy it is 
not as simple as this -- there are various "average" profits 
depending on what Michal Kalecki termed the "degree 
of monopoly" within a market. This theory “indicates 
that profits arise from monopoly power, and hence 
profits accrue to firms with more monopoly power. ..A 
rise in the degree of monopoly caused by the growth of 
large firms would result in the shift of profits from small 
business to big business." [Malcolm C. Sawyer, The 
Economics of Michal Kalecki, p. 36] Thus a market 
with a high "degree of monopoly" will have a higher 
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average profit level (or rate of return) than one which is 
more competitive. 


The "degree of monopoly" reflects such factors as level 
of market concentration and power, market share, extent 
of advertising, barriers to entry/movement, collusion and 
so on. The higher these factors, the higher the degree of 
monopoly and the higher the mark-up of prices over 
costs (and so the share of profits in value added). Our 
approach to this issue is similar to Kalecki's in many 
ways although we stress that the degree of monopoly 
affects how profits are distributed between firms, not 
how they are created in the first place (which come, as 
argued in section C.2, from the “unpaid labour of the 
poor" -- to use Kropotkin's words). 


There is substantial evidence to support such a theory. 
J.S Bain in Barriers in New Competition noted that in 
industries where the level of seller concentration was 
very high and where entry barriers were also substantial, 
profit rates were higher than average. Research has 
tended to confirm Bain's findings. Keith Cowling 
summarises this later evidence: 


"[A]s far as the USA is concerned. . . there are grounds 
for believing that a_ significant, but not very strong, 
relationship exists — between _ profitability and 
concentration. . . [along with] a significant relationship 
between advertising and profitability [an important 
factor in a market's "degree of monopoly"]. 

[Moreover wlhere the estimation is restricted to an 
appropriate cross-section [of industry] . . . both 
concentration and advertising appeared significant [for 
the UK]. By focusing on the impact of changes in 
concentration overtime ... [we are] able to circumvent 
the major problems posed by the lack of appropriate 
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estimates of price elasticities of demand . . . [to find] a 
significant and positive concentration effect. . . It seems 
reasonable to conclude on the basis of evidence for both 
the USA and UK that there is a significant relationship 
between concentration and_ price-cost margins." 
[Monopoly Capitalism, pp. 109-110] 


We must note that the price-cost margin variable 
typically used in these studies subtracts the wage and 
salary bill from the value added in production. This 
would have a tendency to reduce the margin as it does 
not take into account that most management salaries 
(particularly those at the top of the hierarchy) are more 
akin to profits than costs (and so should not be 
subtracted from value added). Also, as many markets are 
regionalised (particularly in the USA) nation-wide 
analysis may downplay the level of concentration 
existing in a given market. 


This means that large firms can maintain their prices and 
profits above "normal" (competitive) levels without the 
assistance of government simply due to their size and 
market power (and let us not forget the important fact 
that Big Business rose during the period in which 
capitalism was closest to "laissez faire" and the size and 
activity of the state was small). As much of mainstream 
economics is based on the idea of "perfect competition" 
(and the related concept that the free market is an 
efficient allocator of resources when it approximates this 
condition) it is clear that such a finding cuts to the heart 
of claims that capitalism is a system based upon equal 
opportunity, freedom and justice. The existence of Big 
Business and the impact it has on the rest of the economy 
and society at large exposes capitalist economics as a 
house built on sand (see sections C.4.2 and C.4.3). 
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Another side effect of oligopoly is that the number of 
mergers will tend to increase in the run up to a slump. 
Just as credit is expanded in an attempt to hold off the 
crisis (see section C.8), so firms will merge in an attempt 
to increase their market power and so improve their 
profit margins by increasing their mark-up over costs. As 
the rate of profit levels off and falls, mergers are an 
attempt to raise profits by increasing the degree of 
monopoly in the market/economy. However, this is a 
short term solution and can only postpone, but stop, the 
crisis as its roots lie in production, not the market (see 
section C.7) -- there is only so much surplus value 
around and the capital stock cannot be wished away. 
Once the slump occurs, a period of cut-throat 
competition will start and then, slowly, the process of 
concentration will start again (as weak firms go under, 
successful firms increase their market share and capital 
stock and so on). 





The development of oligopolies within capitalism thus 
causes a redistribution of profits away from small 
capitalists to Big Business (i.e. small businesses are 
squeezed by big ones due to the latter's market power 
and size). Moreover, the existence of oligopoly can and 
does result in increased costs faced by Big Business 
being passed on in the form of price increases, which can 
force other companies, in unrelated markets, to raise 
their prices in order to realise sufficient profits. 
Therefore, oligopoly has a tendency to create price 
increases across the market as a whole and can thus be 
inflationary. 


For these (and other) reasons many small businessmen 
and members of the middle-class wind up hating Big 
Business (while trying to replace them!) and embracing 
ideologies which promise to wipe them out. Hence we 
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see that both ideologies of the "radical" middle-class -- 
Libertarianism and fascism -- attack Big Business, either 
as "the socialism of Big Business" targeted by 
Libertarianism or the "International Plutocracy" by 
Fascism. 


As Peter Sabatini notes in Libertarianism: Bogus 
Anarchy, "/a/t the turn of the century, local 
entrepreneurial (proprietorship/partnership) business 
[in the USA] was overshadowed in short order by 
transnational corporate capitalism. . . . The various 
strata comprising the capitalist class responded 
differentially to these transpiring events as a function of 
their respective position of benefit. Small business that 
remained as such came to greatly resent the economic 
advantage corporate capitalism secured to itself, and the 
sweeping changes the latter imposed on the presumed 
ground rules of bourgeois competition. Nevertheless, 
because capitalism is liberalism's raison d'etre, small 
business operators had little choice but to blame the 
state for their financial woes, otherwise they moved 
themselves to another ideological camp (anti- 
capitalism). Hence, the enlarged state was imputed as 
the primary cause for capitalism's ‘aberration' into its 
monopoly form, and thus it became the scapegoat for 
small business complaint." 


However, despite the complaints of small capitalists, the 
tendency of markets to become dominated by a few big 
firms is an obvious side-effect of capitalism itself. "If the 
home of ‘Big Business' was once the public utilities and 
manufacturing it now seems to be equally comfortable in 
any environment" [M.A. Utton, Op. Cit., p. 29]. This is 
because in their drive to expand (which they must do in 
order to survive), capitalists invest in new machinery and 
plants in order to reduce production costs and so increase 
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profits (see section C.2 and related sections). Hence a 
successful capitalist firm will grow in size over time and 
squeeze out competitors. 


C31 
AREN'T THE SUPER-PROFITS OF BIG BUSINESS DUE TO ITS 
HIGHER EFFICIENCY? 


Obviously the analysis of Big Business profitability 
presented in section C.5 is denied by supporters of 
capitalism. H. Demsetz of the pro-"free" market 
"Chicago School" of economists (which echoes the right- 
libertarian "Austrian" position that whatever happens on 
a free market is for the best) argues that efficiency (not 
degree of monopoly) is the cause of the super-profits for 
Big Business. His argument is that if oligopolistic profits 
are due to high levels of concentration, then the big firms 
in an industry will not be able to stop smaller ones 
reaping the benefits of this in the form of higher profits. 
So if concentration leads to high profits (due, mostly, to 
collusion between the dominant firms) then smaller firms 
in the same industry should benefit too. 


However, his argument is flawed as it is not the case that 
oligopolies practice overt collusion. The barriers to 
entry/mobility are such that the dominant firms in a 
oligopolistic market do not have to compete by price and 
their market power allows a mark-up over costs which 
market forces cannot undermine. As their only possible 
competitors are similarly large firms, collusion is not 
required as these firms have no interest in reducing the 
mark-up they share and so they "compete" over market 
share by non-price methods such as _ advertising 
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(advertising, as well as being a barrier to entry, reduces 
price competition and increases mark-up). 


In his study, Demsetz notes that while there is a positive 
correlation between profit rate and market concentration, 
smaller firms in the oligarchic market are not more 
profitable than their counterparts in other markets [see 
M.A. Utton, The Political Economy of Big Business, p. 
98]. From this Demsetz concludes that oligopoly is 
irrelevant and that the efficiency of increased size is the 
source of excess profits. But this misses the point -- 
smaller firms in concentrated industries will have a 
similar profitability to firms of similar size in less 
concentrated markets, not higher profitability. The 
existence of super profits across all the firms in a given 
industry would attract firms to that market, so reducing 
profits. However, because profitability is associated with 
the large firms in the market the barriers of 
entry/movement associated with Big Business stops this 
process happening. If small firms were as profitable, 
then entry would be easier and so the "degree of 
monopoly" would be low and we would see an influx of 
smaller firms. 


While it is true that bigger firms may gain advantages 
associated with economies of scale the question surely is, 
what stops the smaller firms investing and increasing the 
size of their companies in order to reap economies of 
scale within and between workplaces? What is stopping 
market forces eroding super-profits by capital moving 
into the industry and increasing the number of firms, and 
so increasing supply? If barriers exist to stop this process 
occurring, then concentration, market power and other 
barriers to entry/movement (not efficiency) is the issue. 
Competition is a process, not a state, and this indicates 
that "efficiency" is not the source of oligopolistic profits 
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(indeed, what creates the apparent "efficiency" of big 
firms is likely to be the barriers to market forces which 
add to the mark-up!). 


It seems likely that large firms gather "economies of 
scale" due to the size of the firm, not plant, as well as 
from the level of concentration within an industry. 
"Considerable evidence indicates that economies of 
scale [at plant level] . . . do not account for the high 
concentration levels in U.S. industry" [Richard B. Du 
Boff, Accumulation and Power, p. 174] and, further, 
"the explanation for the enormous growth in aggregate 
concentration must be found in factors other than 
economies of scale at plant level.” [M.A. Utton, Op. 
Cit., p. 44] Co-ordination of individual plants by the 
visible hand of management seems to be the key to 
creating and maintaining dominant positions within a 
market. And, of course, these structures are costly to 
create and maintain as well as taking time to build up. 
Thus the size of the firm, with the economies of scale 
beyond the workplace associated with the administrative 
co-ordination by management hierarchies, also creates 
formidable barriers to entry/movement. 


Another important factor influencing the profitability of 
Big Business is the clout that market power provides. 
This comes in two main forms - horizontal and vertical 
controls: 


"Horizontal controls allow oligopolies to control 
necessary steps in an economic process from material 
supplies to processing, manufacturing, transportation 


and distribution. Oligopolies. . . [control] more of the 
highest quality and most accessible supplies than they 
intend to market immediately. . . competitors are left 


with lower quality or more expensive supplies. . . [It is 
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also] based on exclusive possession of technologies, 
patents and franchises as well as on excess productive 


capacity [. . .] 


"Vertical controls substitute administrative command for 
exchange between steps of economic processes. The 
largest oligopolies procure materials from their own 
subsidiaries, process and manufacture these in their own 
refineries, mills and factories, transport their own goods 
and then market these through their own distribution and 
sales network." [Allan Engler, Apostles of Greed, p. 51] 


Moreover, large firms reduce their costs due to their 
privileged access to credit and resources. Both credit and 
advertising show economies of scale, meaning that as the 
size of loans and advertising increase, costs go down. In 
the case of finance, interest rates are usually cheaper for 
big firms than small one and while “firms of all sizes find 
most [about 70% between 1970 and 1984] of their 
investments without having to resort to [financial] 
markets or banks" size does have an impact on the 
"importance of banks as a source of finance": "Firms 
with assets under $100 million relied on banks for 
around 70% of their long-term debt. . . those with assets 
from $250 million to $1 billion, 41%; and those with 
over $1 billion in assets, 15%" [Doug Henwood, Wall 
Street, p. 75]. Also dominant firms can get better deals 
with independent suppliers and distributors due to their 
market clout and their large demand for goods/inputs, 
also reducing their costs. 


This means that oligopolies are more "efficient" (i.e. 
have higher profits) than smaller firms due to the 
benefits associated with their market power rather than 
vice versa. Concentration (and firm size) leads to 
"economies of scale" which smaller firms in the same 
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market cannot gain access to. Hence the claim that any 
positive association between concentration and profit 
rates is simply recording the fact that the largest firms 
tend to be most efficient, and hence more profitable, is 
wrong. In addition, "Demsetz's findings have been 
questioned by non-Chicago [school] critics" due to the 
inappropriateness of the evidence used as well as some 
of his analysis techniques. Overall, "the empirical work 
gives limited support" to this "free-market" explanation 
of oligopolistic profits and instead suggest market power 
plays the key role. [William L. Baldwin, Market Power, 
Competition and Anti-Trust Policy, p. 310, p. 315] 


Unsurprisingly we find that the "bigger the corporation 
in size of assets or the larger its market share, the higher 
its rate of profit: these findings confirm the advantages 
of market power. . . Furthermore, ‘large firms in 
concentrated industries earn systematically higher 
profits than do all other firms, about 30 percent more. . . 
on average,’ and there is less variation in profit rates 
too." [Richard B. Du Boff, Accumulation and Power, 
p. 175] 


Thus, concentration, not efficiency, is the key to 
profitability, with those factors what create "efficiency" 
themselves being very effective barriers to entry which 
helps maintain the "degree of monopoly" (and so mark- 
up and profits for the dominant firms) in a market. 
Oligopolies have varying degrees of administrative 
efficiency and market power, all of which consolidate its 
position -- "/t]he barriers to entry posed by decreasing 
unit costs of production and distribution and by national 
organisations of managers, buyers, salesmen, and 
service personnel made oligopoly advantages cumulative 
- and were as global in their implications as they were 
national." [Ibid., p. 150] 
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This recent research confirms Kropotkin's analysis of 
capitalism found in his classic work Fields, Factories 
and Workshops (first published in 1899). Kropotkin, 
after extensive investigation of the actual situation within 
the economy, argued that "it is not the superiority of the 
technical organisation of the trade in a factory, nor the 
economies realised on the prime-mover, which militate 
against the small industry . . . but the more advantageous 
conditions for selling the produce and for buying the 
raw produce which are at the disposal of big concerns." 
Since the "manufacture being a_ strictly private 
enterprise, its owners find it advantageous to have all 
the branches of a given industry under their own 
management: they thus cumulate the profits of the 
successful transformations of the raw material. . . [and 
soon] the owner finds his advantage in being able to 
hold the command of the market. But from a technical 
point of view the advantages of such an accumulation 
are trifling and often doubtful." He sums up by stating 
that "/t]/his is why the ‘concentration’ so much spoken of 
is often nothing but an amalgamation of capitalists for 
the purpose of dominating the market, not for 
cheapening the technical process." [Fields, Factories 
and Workshops Tomorrow, p. 147, p. 153 and p. 154] 


All this means is that the "degree of monopoly" within 
an industry helps determine the distribution of profits 
within an economy, with some of the surplus value 
"created" by other companies being realised by Big 
Business. Hence, the oligopolies reduce the pool of 
profits available to other companies in more competitive 
markets by charging consumers higher prices than a 
more competitive market would. As high capital costs 
reduce mobility within and exclude most competitors 
from entering the oligopolistic market, it means that only 
if the oligopolies raise their prices too high can real 
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competition become possible (i.e. profitable) again and 
so "it should not be concluded that oligopolies can set 
prices as high as they like. If prices are set too high, 
dominant firms from other industries would be tempted 
to move in and gain a share of the exceptional returns. 
Small producers -- using more expensive materials or 
out-dated technologies -- would be able to increase their 
share of the market and make the competitive rate of 
profit or better." [Allan Engler, Op. Cit., p. 53] 


Big Business, therefore, receives a larger share of the 
available surplus value in the economy, due to its size 
advantage and market power, not due to "higher 
efficiency". 
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C6 
CAN MARKET DOMINANCE BY BIG BUSINESS 
CHANGE? 





Capital concentration, of course, does not mean that in a 
given market, dominance will continue forever by the 
same firms, no matter what. However, the fact that the 
companies that dominate a market can change over time 
is no great cause for joy (no matter what supporters of 
free market capitalism claim). This is because when 
market dominance changes between companies all it 
means is that old Big Business is replaced by new Big 
Business: 


"Once oligopoly emerges in an industry, one should not 
assume that sustained competitive advantage will be 
maintained forever. . . once achieved in any given 
product market, oligopoly creates barriers to entry that 
can be overcome only by the development of even more 
powerful forms of business organisation that can plan 
and co-ordinate even more complex specialised divisions 
of labour." [William Lazonick, Business Organisation 
and the Myth of the Market Economy, p. 173] 


Hardly a great improvement as changing the company 
hardly changes the impact of capital concentration or Big 
Business on the economy. While the faces may change, 
the system itself remains the same. 


In a developed market, with a high degree of monopoly 
(i.e. high market concentration and capital costs that 
create barriers to entry into it), new companies can 
usually only enter under four conditions: 


489 


1) They have enough capital available to them to pay for 
set-up costs and any initial losses. This can come from 
two main sources, from other parts of their company 
(e.g. Virgin going into the cola business) or large firms 
from other areas/nations enter the market. The former is 
part of the diversification process associated with Big 
Business and the second is the globalisation of markets 
resulting from pressures on national oligopolies (see 
section C.4). Both of which increases competition within 
a given market for a period as the number of firms in its 
oligopolistic sector has increased. Over time, however, 
market forces will result in mergers and growth, 
increasing the degree of monopoly again. 


2) They get state aid to protect them against foreign 
competition (e.g. the South East Asian "Tiger" 
economies or the 19th century US economy) - 
"Historically, political strategies to develop national 
economies have provided critical protection and support 
to overcome. . . barriers to entry." [William Lazonick, 
Op. Cit., p. 87] 


3) Demand exceeds supply, resulting in a profit level 
which tempts other big companies into the market or 
gives smaller firms already there excess profits, allowing 
them to expand. Demand still plays a limiting role in 
even the most oligopolistic market (but this process 
hardly decreases barriers to entry/mobility or 
oligopolistic tendencies in the long run). 


4) The dominant companies raise their prices too high or 
become complacent and make mistakes, so allowing 
other big firms to undermine their position in a market 
(and, sometimes, allow smaller companies to expand and 
do the same). For example, many large US oligopolies in 
the 1970s came under pressure from Japanese 
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oligopolies because of this. However, as noted in section 
C.4.2, these declining oligopolies can see their market 
control last for decades and the resulting market will still 
be dominated by oligopolies (as big firms are generally 
replaced by similar sized, or bigger, ones). 


Usually some or all of these processes are at work at 
once. 


Let's consider the US steel industry as an example. The 
1980's saw the rise of the so-called "mini-mills" with 
lower capital costs. The mini-mills, a new industry 
segment, developed only after the US steel industry had 
gone into decline due to Japanese competition. The 
creation of Nippon Steel, matching the size of US steel 
companies, was a key factor in the rise of the Japanese 
steel industry, which invested heavily in modern 
technology to increase steel output by 2,216% in 30 
years (5.3 million tons in 1950 to 122.8 million by 
1980). By the mid 1980's, the mini-mills and imports 
each had a quarter of the US market, with many 
previously steel-based companies diversifying into new 
markets. 


Only by investing $9 billion to increase technological 
competitiveness, cutting workers wages to increase 
labour productivity, getting relief from stringent 
pollution control laws and (very importantly) the US 
government restricting imports to a quarter of the total 
home market could the US steel industry survive. The 
fall in the value of the dollar also helped by making 
imports more expensive. In addition, US steel firms 
became increasingly linked with their Japanese "rivals," 
resulting in increased centralisation (and _ so 
concentration) of capital. 
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Therefore, only because competition from foreign capital 
created space in a previously dominated market, driving 
established capital out, combined with state intervention 
to protect and aid home producers, was a new segment of 
the industry able to get a foothold in the local market. 
With many established companies closing down and 
moving to other markets, and once the value of the dollar 
fell which forced import prices up and state intervention 
reduced foreign competition, the mini-mills were in an 
excellent position to increase US market share. 


This period in the US steel industry was marked by 
increased "co-operation" between US and Japanese 
companies, with larger companies the outcome. This 
meant, in the case of the mini-mills, that the cycle of 
capital formation and concentration would start again, 
with bigger companies driving out the smaller ones 
through competition. 


So, while the actual companies involved may change 
over time, the economy as a whole will always be 
marked by Big Business due to the nature of capitalism. 
That's the way capitalism works -- profits for the few at 
the expense of the many. 
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C.7 
WHAT CAUSES THE CAPITALIST BUSINESS 
CYCLE? 





The business cycle is the term used to describe the boom 
and slump nature of capitalism. Sometimes there is full 
employment, with workplaces producing more and more 
goods and services, the economy grows and along with it 
wages. However, as Proudhon argued, this happy 
situation does not last: 


"But industry, under the influence of property, does not 
proceed with such regularity. . . As soon as a demand 
begins to be felt, the factories fill up, and everybody goes 
to work. Then business is lively. . . Under the rule of 
property, the flowers of industry are woven into none but 
funeral wreaths. The labourer digs his own grave. . . [the 
capitalist] tries. . . to continue production by lessening 
expenses. Then comes the lowering of wages; the 
introduction of machinery; the employment of women 
and children . . . the decreased cost creates a larger 
market. . . [but] the productive power tends to more than 
ever outstrip consumption. . . To-day the factory is 
closed. Tomorrow the people starve in the streets. . . In 
consequence of the cessation of business and the extreme 
cheapness of merchandise. . . frightened creditors hasten 
to withdraw their funds [and] Production is suspended, 
and labour comes to a standstill." [P-J Proudhon, What 
is Property, pp. 191-192] 


Why does this happen? For anarchists, as Proudhon 
noted, it's to do with the nature of capitalist production 
and the social relationships it creates ("the rule of 
property"). The key to understanding the business cycle 
is to understand that, to use Proudhon's words, "Property 
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sells products to the labourer for more than it pays him 
for them; therefore it is impossible." (Op. Cit., p. 194] In 
other words, the need for the capitalist to make a profit 
from the workers they employ is the underlying cause of 
the business cycle. If the capitalist class cannot make 
enough profit, then it will stop production, sack people, 
ruin lives and communities until such as enough profit 
can again be extracted from the workers. 


So what influences this profit level? There are two main 
classes of pressure on profits, what we will call the 
"subjective" and "objective.'' The objective pressures 
are related to what Proudhon termed the fact that 
"productive power tends more and more to outstrip 
consumption" and are discussed in sections C.7.2 and 
C.7.3. The "subjective" pressures are to do with the 
nature of the social relationships created by capitalism, 
the relations of domination and subjection which are the 
root of exploitation and the resistance to them. In other 
words the subjective pressures are the result of the fact 
that "property is despotism" (to use Proudhon's 
expression). We will discuss the impact of the class 
struggle (the "subjective" pressure) in the next section. 


Before continuing, we would like to stress here that all 
three factors operate together in a real economy and we 
have divided them purely to help explain the issues 
involved in each one. The class struggle, market 
"communication" creating disproportionalities and over- 
investment all interact. Due to the needs of the internal 
(class struggle) and external  =(inter-company) 
competition, capitalists have to invest in new means of 
production. As workers' power increase during a boom, 
capitalists innovate and invest in order to try and counter 
it. Similarly, to get market advantage (and so increased 
profits) over their competitors, a company invests in new 
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machinery. However, due to lack of effective 
communication within the market caused by the price 
mechanism and incomplete information provided by the 
interest rate, this investment becomes concentrated in 
certain parts of the economy. Relative over-investment 
can occur, creating the possibility of crisis. In addition, 
the boom encourages new companies and foreign 
competitors to try and get market share, so decreasing 
the "degree of monopoly" in an industry, and so reducing 
the mark-up and profits of big business (which, in turn, 
can cause an increase in mergers and take-overs towards 
the end of the boom). Meanwhile, workers power is 
increasing, causing profit margins to be eroded, but also 
reducing tendencies to over-invest by resisting the 
introduction of new machinery and technics and by 
maintaining demand for the finished goods. This 
contradictory effect of class struggle matches the 
contradictory effect of investment. Just as investment 
causes crisis because it is useful (i.e. it helps increase 
profits for individual companies in the short term, but it 
leads to collective over-investment and falling profits in 
the long term), the class struggle both hinders over- 
accumulation of capital and maintains aggregate demand 
(so postponing the crisis) while at the same time eroding 
profit margins at the point of production (so accelerating 
it). Thus subjective and objective factors interact and 
counteract with each other, but in the end a crisis will 
result simply because the system is based upon wage 
labour and the producers are not producing for 
themselves. Ultimately, a crisis is caused when the 
capitalist class does not get a sufficient rate of profit. If 
workers produced for themselves, this decisive factor 
would not be an issue as no capitalist class would exist. 


And we should note that these factors work in reverse 
during a slump, creating the potential for a boom. During 
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a crisis, capitalists still try to improve their profitability 
(i.e. increase surplus value). Labour is in a weak position 
due to the large rise in unemployment and so, usually, 
accept the increased rate of exploitation this implies to 
remain in work. In the slump, many firms go out of 
business, so reducing the amount of fixed capital in the 
economy. In addition, as firms go under the "degree of 
monopoly" of each industry increases, which increases 
the mark-up and profits of big business. Eventually this 
increased surplus value production is enough relative to 
the (reduced) fixed capital stock to increase the rate of 
profit. This encourages capitalists to start investing again 
and a boom begins (a boom which contains the seeds of 
its own end). 


And so the business cycle continues, driven by 
"subjective" and "objective" pressures -- pressures that 
are related directly to the nature of capitalist production 
and the wage labour on which it is based. 


C.7.1 
WHAT ROLE DOES CLASS STRUGGLE PLAY IN THE 
BUSINESS CYCLE? 


At its most basic, the class struggle (the resistance to 
hierarchy in all its forms) is the main cause of the 
business cycle. As we argued in section B.1.2 and 
section C.2, capitalists in order to exploit a worker must 
first oppress them. But where there is oppression, there is 
resistance; where there is authority, there is the will to 
freedom. Hence capitalism is marked by a continuous 
struggle between worker and boss at the point of 
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production as well as struggle outside of the workplace 
against other forms of hierarchy. 


This class struggle reflects a conflict between workers 
attempts at liberation and self-empowerment and capitals 
attempts to turn the individual worker into a small cog in 
a big machine. It reflects the attempts of the oppressed to 
try to live a fully human life, expressed when the 
"worker claims his share in the riches he produces; he 
claims his share in the management of production; and 
he claims not only some additional well-being, but also 
his full rights in the higher enjoyment of science and 
art." [Peter Kropotkin, Kropotkin's Revolutionary 
Pamphlets, pp. 48-49] 


As Errico Malatesta argued, if workers "succeed in 
getting what they demand, they will be better off: they 
will earn more, work fewer hours and will have more 
time and energy to reflect on things that matter to them, 
and will immediately make greater demands and have 
greater needs. . . [T]here exists no natural law (law of 
wages) which determines what part of a worker's labour 
should go to him [or her]. . . Wages, hours and other 
conditions of employment are the result of the struggle 
between bosses and workers. The former try and give the 
workers as little as possible; the latter try, or should try 
to work as little, and earn as much, as possible. Where 
workers accept any conditions, or even _ being 
discontented, do not know how to put up effective 
resistance to the bosses demands, they are soon reduced 
to bestial conditions of life. Where, instead, they have 
ideas of how human beings should live and know how to 
Join forces, and through refusal to work or the latent and 
open threat of rebellion, to win bosses respect, in such 
cases, they are treated in a relatively decent way. . . 
Through struggle, by resistance against the bosses, 
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therefore, workers can, up to a certain point, prevent a 
worsening of their conditions as well as obtaining real 
improvement." [Life and Ideas, pp. 191-2] 


It is this struggle that determines wages and indirect 
income such as welfare, education grants and so forth. 
This struggle also influences the concentration of capital, 
as capital attempts to use technology to control workers 
(and so extract the maximum surplus value possible from 
them) and to get an advantage against their competitors 
(see section C.2.3). And, as will be discussed in section 
D.10 (_How does capitalism affect technology?), 
increased capital investment also reflects an attempt to 
increase the control of the worker by capital (or to 
replace them with machinery that cannot say "no") plus 
the transformation of the individual into "the mass 
worker" who can be fired and replaced with little or no 
hassle. For example, Proudhon quotes an "English 
Manufacturer" who states that he invested in machinery 
precisely to replace humans by machines because 
machines are easier to control: 


"The insubordination of our workforce has given us the 
idea of dispensing with them. We have made and 
stimulated every imaginable effort of the mind to replace 
the service of men by tools more docile, and we have 
achieved our object. Machinery has delivered capital 
from the oppression of labour." [System of Economical 
Contradictions, p. 189] 


(To which Proudhon replied "[wJhat a misfortunate that 
machinery cannot also deliver capital from the 
oppression of consumers!" as the over-production and 
inadequate market caused by machinery replacing people 
soon destroys these illusions of automatic production by 
a slump -- see section C.7.3). 
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Therefore, class struggle influences both wages and 
capital investment, and so the prices of commodities in 
the market. It also, more importantly, determines profit 
levels and it is profit levels that are the cause of the 
business cycle. This is because, under capitalism, 
production's "only aim is to increase the profits of the 
capitalist. And we have, therefore, - the continuous 
fluctuations of industry, the crisis coming periodically. . . 
" [Kropotkin, Op. Cit., p. 55] 


A common capitalist myth, derived from the capitalist 
Subjective Theory of Value, is that free-market 
capitalism will result in a continuous boom, since the 
cause of slumps is allegedly state control of credit and 
money. Let us assume, for a moment, that this is the 
case. (In fact, it is not the case, as will be highlighted in 
section C.8). In the "boom economy" of "free market" 
dreams, there will be full employment. But in a period of 
full employment, while it helps "increase total demand, 
its fatal characteristic from the business view is that it 
keeps the reserve army of the unemployed low, thereby 
protecting wage levels and_ strengthening labour's 
bargaining power." [Edward S. Herman, Beyond 
Hypocrisy, p. 93] 


In other words, workers are in a very strong position 
under boom conditions, a strength which can undermine 
the system. This is because capitalism always proceeds 
along a tightrope. If a boom is to continue smoothly, real 
wages must develop within a certain band. If their 
growth is too low then capitalists will find it difficult to 
sell the products their workers have produced and so, 
because of this, face what is often called a "realisation 
crisis" (i.e. the fact that capitalists cannot make a profit 
if they cannot sell their products). If real wage growth is 
too high then the conditions for producing profits are 
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undermined as labour gets more of the value it produces. 
This means that in periods of boom, when 
unemployment is falling, the conditions for realisation 
improve as demand for consumer goods increase, thus 
expanding markets and encouraging capitalists to invest. 
However, such an increase in investment (and so 
employment) has an adverse effect on the conditions for 
producing surplus value as labour can assert itself at the 
point of production, increase its resistance to the 
demands of management and, far more importantly, 
make its own. 


If an industry or country experiences high 
unemployment, workers will put up with longer hours, 
stagnating wages, worse conditions and new technology 
in order to remain in work. This allows capital to extract 
a higher level of profit from those workers, which in turn 
signals other capitalists to invest in that area. As 
investment increases, unemployment falls. As the pool of 
available labour runs dry, then wages will rise as 
employers bid for scare resources and workers feel their 
power. As workers are in a better position they can go 
from resisting capital's agenda to proposing their own 
(e.g. demands for higher wages, better working 
conditions and even for workers' control). As workers' 
power increases, the share of income going to capital 
falls, as do profit rates, and capital experiences a profits 
squeeze and so cuts down on investment and 
employment and/or wages. The cut in investment 
increases unemployment in the capital goods sector of 
the economy, which in tum reduces demand for 
consumption goods as jobless workers can no longer 
afford to buy as much as before. This process accelerates 
as bosses fire workers or cut their wages and the slump 
deepens and so unemployment increases, which begins 
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the cycle again. This can be called "subjective" pressure 
on profit rates. 


This interplay of profits and wages can be seen in most 
business cycles. As an example, let's consider the crisis 
which ended post-war Keynesianism in the early 1970's 
and paved the way for the "supply side revolutions" of 
Thatcher and Reagan. This crisis, which occurred in 
1973, had its roots in the 1960s boom. If we look at the 
USA we find that it experienced continuous growth 
between 1961 and 1969 (the longest in its history). From 
1961 onwards, unemployment steadily fell, effectively 
creating full employment. From 1963, the number of 
strikes and total working time lost steadily increased 
(from around 3000 strikes in 1963 to nearly 6000 in 
1970). The number of wildcat strike rose from 22% of all 
strikes in 1960 to 36.5% in 1966. By 1965 both the 
business profit shares and business profit rates peaked. 
The fall in profit share and rate of profit continued until 
1970 (when unemployment started to increase), where it 
rose slightly until the 1973 slump occurred, In addition, 
after 1965, inflation started to accelerate as capitalist 
firms tried to maintain their profit margins by passing 
cost increases to consumers (as we discuss below, 
inflation has far more to do with capitalist profits than it 
has money supply or wages). This helped to reduce real 
wage gains and maintain profitability over the 1968 to 
1973 period above what it otherwise would have been, 
which helped postpone, but not stop, a slump. 


Looking at the wider picture, we find that for the 
advanced capital countries as a whole, the product wage 
rose steadily between 1962 and 1971 while productivity 
fell. The product wage (the real cost to the employer of 
hiring workers) meet that of productivity in 1965 (at 
around 4%) -- which was also the year in which profit 
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share in income and the rate of profit peaked . From 
1965 to 1971, productivity continued to fall while the 
product wage continued to rise. This process, the result 
of falling unemployment and rising workers' power 
(expressed, in part, by an explosion in the number of 
strikes across Europe and elsewhere), helped to ensure 
that the actual post-tax real wages and productivity in a 
the advanced capitalist countries increased at about the 
same rate from 1960 to 1968 (4%). But between 1968 
and 1973, post-tax real wages increased by an average of 
4.5% compared to a productivity rise of only 3.4%. 
Moreover, due to increased international competition 
companies could not pass on wage rises to consumers in 
the form of higher prices (which, again, would only have 
postponed, but not stopped, the slump). As a result of 
these factors, the share of profits going to business fell 
by about 15% in that period. 


In addition, outside the workplace a "series of strong 
liberation movements emerged among women, students 
and ethnic minorities. A crisis of social institutions was 
in progress, and large social groups were questioning 
the very foundations of the modern, hierarchical society: 
the patriarchal family, the authoritarian school and 
university, the hierarchical workplace or office, the 
bureaucratic trade union or party." [Takis Fotopoulos, 
"The Nation-state and the Market," p. 58, Society and 
Nature, Vol. 3, pp. 44-45] 


These social struggles resulted in an economic crisis as 
capital could no longer oppress and exploit working 
class people sufficiently in order to maintain a suitable 
profit rate. This crisis was then used to discipline the 
working class and restore capitalist authority within and 
without the workplace (see section C.8.2). We should 
also note that this process of social revolt in spite, or 
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perhaps because of, the increase of material wealth was 
predicted by Malatesta. In 1922 he argued that: 


"The fundamental error of the reformists is that of 
dreaming of solidarity, a sincere collaboration, between 
masters and servants. . . 


"Those who envisage a society of well stuffed pigs which 
waddle contentedly under the ferule of a small number of 
swineherd; who do not take into account the need for 
freedom and the sentiment of human dignity. . . can also 
imagine and aspire to a technical organisation of 
production which assures abundance for all and at the 
same time materially advantageous both to bosses and 
the workers. But in reality ‘social peace' based on 
abundance for all will remain a dream, so long as 
society is divided into antagonistic classes, that is 
employers and employees. . . 


"The antagonism is spiritual rather than material. There 
will never be a sincere understanding between bosses 
and workers for the better exploitation [sic!] of the 
forces of nature in the interests of mankind, because the 
bosses above all want to remain bosses and secure 
always more power at the expense of the workers, as 
well as by competition with other bosses, whereas the 
workers have had their fill of bosses and don't want 
more!" [Life and Ideas, pp. 78-79] 


The experience of the post-war compromise and social 
democratic reform indicates well that, ultimately, the 
social question is not poverty but rather freedom. 
However, to return to the impact of class struggle on 
capitalism. 
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More recently, the panics in Wall Street that accompany 
news that unemployment is dropping in the USA reflect 
this fear of working class power. Without the fear of 
unemployment, workers may start to fight for 
improvements in their conditions, against capitalist 
oppression and exploitation and for liberty and a just 
world. Every slump within capitalism has occurred when 
workers have seen unemployment fall and their living 
standards improve -- not a coincidence. 


The Philips Curve, which indicates that inflation rises as 
employment falls is also an indication of this 
relationship. Inflation is the situation when there is a 
general rise in prices. Neo-classical (and other pro-"free 
market" capitalist) economics argue that inflation is 
purely a monetary phenomenon, the result of there being 
more money in circulation than is needed for the sale of 
the various commodities on the market. However, this is 
not true. In general, there is no relationship between the 
money supply and inflation. The amount of money can 
increase while the rate of inflation falls, for example (as 
was the case in the USA between 1975 and 1984). 
Inflation has other roots, namely it is "an expression of 
inadequate profits that must be offset by price and money 
policies. .. Under any circumstances, inflation spells the 
need for higher profits. . ." [Paul Mattick, Economics, 
Politics and the Age of Inflation, p. 19] Inflation leads 
to higher profits by making labour cheaper. That is, it 
reduces "the real wages of workers. . . [which] directly 
benefits employers. . . [as] prices rise faster than wages, 
income that would have gone to workers goes to business 
instead." [J. Brecher and T. Costello, Common Sense 
for Hard Times, p. 120] 


Inflation, in other words, is a symptom of an on-going 
struggle over income distribution between classes and, as 
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workers do not have any control over prices, it is caused 
when capitalist profit margins are reduced (for whatever 
reason, subjective or objective). This means that it would 
be wrong to conclude that wage increases "cause" 
inflation as such. To do so ignores the fact that workers 
do not set prices, capitalists do. Inflation, in its own way, 
shows the hypocrisy of capitalism. After all, wages are 
increasing due to "natural" market forces of supply and 
demand. It is the capitalists who are trying to buck the 
market by refusing to accept lower profits caused by 
conditions on that market. Obviously, to use Tucker's 
expression, under capitalism market forces are good for 
the goose (labour) but bad for the gander (capital). 


This does not mean that inflation suits all capitalists 
equally (nor, obviously, does it suit those social layers 
who live on fixed incomes and who thus suffer when 
prices increase but such people are irrelevant in the eyes 
of capital). Far from it - during periods of inflation, 
lenders tend to lose and borrowers tend to gain. The 
opposition to high levels of inflation by many supporters 
of capitalism is based upon this fact and the division 
within the capitalist class it indicates. There are two 
main groups of capitalists, finance capitalists and 
industrial capitalists. The latter can and do benefit from 
inflation (as indicated above) but the former sees high 
inflation as a threat. When inflation is accelerating it can 
push the real interest rate into negative territory and this 
is a horrifying prospect to those for whom interest 
income is fundamental (i.e. finance capital). In addition, 
high levels of inflation can also fuel social struggle, as 
workers and other sections of society try to keep their 
income at a steady level. As social struggle has a 
politicising effect on those involved, a condition of high 
inflation could have serious impacts on the political 
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stability of capitalism and so cause problems for the 
ruling class. 


How inflation is viewed in the media and by 
governments is an expression of the relative strengths of 
the two sections of the capitalist class and of the level of 
class struggle within society. For example, in the 1970s, 
with the increased international mobility of capital, the 
balance of power came to rest with finance capital and 
inflation became the source of all evil. This shift of 
influence to finance capital can be seen from the rise of 
rentier income. The distribution of US manufacturing 
profits indicate this process -- comparing the periods 
1965-73 to 1990-96, we find that interest payments rose 
from 11% to 24%, dividend payments rose from 26% to 
36% while retained earnings fell from 65% to 40% 
(given that retained earnings are the most important 
source of investment funds, the rise of finance capital 
helps explain why, in contradiction to the claims of the 
right-wing, economic growth has become steadily worse 
as markets have been liberalised -- funds that would have 
been resulted in real investment have ended up in the 
finance machine). In addition, the waves of strikes and 
protests that inflation produced had worrying 
implications for the ruling class. However, as the 
underlying reasons for inflation remained (namely to 
increase profits) inflation itself was only reduced to 
acceptable levels, levels that ensured a positive real 
interest rate and acceptable profits. 


It is the awareness that full employment is bad for 
business which is the basis of the so-called "Non- 
Accelerating Inflation Rate of Unemployment" (NAIRU). 
This is the rate of unemployment for an economy under 
which inflation, it is claimed, starts to accelerate. While 
the basis of this "theory" is slim (the NAIRU is an 
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invisible, mobile rate and so the "theory" can explain 
every historical event simply because you can prove 
anything when your datum cannot be seen by mere 
mortals) it is very useful for justifying policies which 
aim at attacking working people, their organisations and 
their activities. The NAIRU is concerned with a "wage- 
price" spiral caused by falling unemployment and rising 
workers' rights and power. Of course, you never hear of 
an "interest-price" spiral or a "rent-price" spiral or a 
"profits-price" spiral even though these are also part of 
any price. It is always a "wage-price" spiral, simply 
because interest, rent and profits are income to capital 
and so, by definition, above reproach. By accepting the 
logic of NAIRU, the capitalist system implicitly 
acknowledges that it and full employment are 
incompatible and so with it any claim that it allocates 
resources efficiently or labour contracts benefit both 
parties equally. 


For these reasons, anarchists argue that a continual 
"boom" economy is an impossibility simply because 
capitalism is driven by profit considerations, which, 
combined with the subjective pressure on profits due to 
the class struggle between workers and capitalists, 
necessarily produces a continuous boom-and-bust cycle. 
When it boils down to it, this is unsurprising, as "/o]f 
necessity, the abundance of some will be based upon the 
poverty of others, and the straitened circumstances of the 
greater number will have to be maintained at all costs, 
that there may be hands to sell themselves for a part only 
of that which they are capable of producing, without 
which private accumulation of capital is impossible!" 
[Kropotkin, Op. Cit., p. 128] 


Of course, when such "subjective" pressures are felt on 
the system, when private accumulation of capital is 
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threatened by improved circumstances for the many, the 
ruling class denounces working class "greed" and 
"selfishness." When this occurs we should remember 
what Adam Smith had to say on this subject: 


"In reality high profits tend much more to raise the price 
of work than high wages. . . That part of the price of the 
commodity that resolved itself into wages would. . . rise 
only in arithmetical proportion to the rise in wages. But 
if profits of all the different employers of those working 
people should be raised five per cent., that price of the 
commodity which resolved itself into profit would. . . rise 
in geometrical proportion to this rise in profit. . . Our 
merchants and master manufacturers complain of the 
bad effects of high wages in raising the price and 
thereby lessening the sale of their goods at home and 
abroad. They say nothing concerning the bad effects of 
high profits. They are silent with regard to the 
pernicious effects of their own gains. They complain only 
of those of other people" [The Wealth of Nations, pp. 
87-88] 


As an aside, we must note that these days we would have 
to add economists to Smith's "merchants and master 
manufacturers." Not that this is surprising, given that 
economic theory has progressed (or degenerated) from 
Smith's disinterested analysis to apologetics for any 
action of the boss (a classic example, we must add, of 
supply and demand, with the marketplace of ideas 
responding to a demand for such work from “our 
merchants and master manufacturers"). Any "theory" 
which blames capitalism's problems on "greedy" workers 
will always be favoured over one that correctly places 
them in the contradictions created by wage slavery. 
Proudhon summed by capitalist economic theory well 
when he stated that “Political economy -- that is, 
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proprietary despotism -- can never be in the wrong: it 
must be the proletariat." [System of Economical 
Contradictions, p. 187] And little has changed since 
1846 (or 1776!) when it comes to economics 
"explaining" capitalism's problems (such as the business 
cycle or unemployment). Ultimately, capitalist 
economics blame every problem of capitalism on the 
working class refusing to kow-tow to the bosses (for 
example, unemployment is caused by wages being too 
high rather than bosses needing unemployment to 
maintain their power and profits -- see section C.9.2 on 
empirical evidence that indicates that the second 
explanation is the accurate one). 


Before concluding, one last point. While it may appear 
that our analysis of the "subjective" pressures on 
capitalism is similar to that of mainstream economics, 
this is not the case. This is because our analysis 
recognises that such pressures are inherent in the system, 
have contradictory effects (and so cannot be easily 
solved without making things worse before they get 
better) and hold the potential for creating a free society. 
Our analysis recognises that workers' power and 
resistance is bad for capitalism (as for any hierarchical 
system), but it also indicates that there is nothing 
capitalism can do about it without creating authoritarian 
regimes (such as Nazi Germany) or by generating 
massive amounts of unemployment (as was the case in 
the early 1980s in both the USA and the UK, when right- 
wing governments deliberately caused deep recessions) 
and even this is no guarantee of eliminating working 
class struggle as can be seen, for example, from 1930s 
America or 1970s Britain. 


This means that our analysis shows the limitations and 
contradictions of the system as well as its need for 
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workers to be in a weak bargaining position in order for 
it to "work" (which explodes the myth that capitalism is 
a free society). Moreover, rather than portray working 
people as victims of the system (as is the case in many 
Marxist analyses of capitalism) our analysis recognises 
that we, both individually and collectively, have the 
power to influence and change that system by our 
activity. We should be proud of the fact that working 
people refuse to negate themselves or submit their 
interests to that of others or play the role of order-takers 
required by the system. Such expressions of the human 
spirit, of the struggle of freedom against authority, 
should not be ignored or down-played, rather they should 
be celebrated. That the struggle against authority causes 
the system so much trouble is not an argument against 
social struggle, it is an argument against a system based 
on hierarchy, exploitation and the denial of freedom. 


To sum up, in many ways, social struggle is the inner 
dynamic of the system, and its most basic contradiction: 
while capitalism tries to turn the majority of people into 
commodities (namely, bearers of labour power), it also 
has to deal with the human responses to this process of 
objectification (namely, the class struggle). However, it 
does not follow that cutting wages will solve a crisis -- 
far from it, for, as we argue in section C.9.1, cutting 
wages will deepen any crisis, making things worse 
before they get better. Nor does it follow that, if social 
struggle were eliminated, capitalism would work fine. 
After all, if we assume that labour power is a commodity 
like any other, its price will rise as demand increases 
relative to supply (which will either produce inflation or 
a profits squeeze, probably both). Therefore, even 
without the social struggle which accompanies the fact 
that labour power cannot be separated from the 
individuals who sell it, capitalism would still be faced 
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with the fact that only surplus labour (unemployment) 
ensures the creation of adequate amounts of surplus 
value. 


Moreover, even assuming that individuals can be totally 
happy in a capitalist economy, willing to sell their 
freedom and creativity for a little money, putting up, 
unquestioningly, with every demand and whim of their 
bosses (and so negating their own personality and 
individuality in the process), capitalism does have 
"objective" pressures limiting its development. So while 
social struggle, as argued above, can have a decisive 
effect on the health of the capitalist economy, it is not 
the only problems the system faces. This is because there 
are objective pressures within the system beyond and 
above the authoritarian social relations it produces (and 
the resistance to them). These pressures are discussed 
next, in sections C.7.2 and C.7.3. 


C.7.2 
WHAT ROLE DOES THE MARKET PLAY IN THE BUSINESS 
CYCLE? 


A major problem with capitalism is the working of the 
capitalist market itself. For the supporters of "free 
market" capitalism, the market provides all the necessary 
information required to make investment and production 
decisions. This means that a rise or fall in the price of a 
commodity acts as a signal to everyone in the market, 
who then respond to that signal. These responses will be 
co-ordinated by the market, resulting in a healthy 
economy. For example, a rise in the price of a 
commodity will result in increased production and 
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reduced consumption of that good, and this will move 
the economy towards equilibrium. 


While it can be granted that this account of the market is 
not without foundation, its also clear that the price 
mechanism does not communicate all the relevant 
information needed by companies or individuals. This 
means that capitalism does not work in the way 
suggested in the economic textbooks. It is the workings 
of the price mechanism itself which leads to booms and 
slumps in economic activity and the resulting human and 
social costs they entail. This can be seen if we 
investigate the actual processes hidden behind the 
workings of the price mechanism. 


When individuals and companies make plans concerning 
future production, they are planning not with respect of 
demand now but with respect to expected demand at 
some future time when their products reach the market. 
The information the price mechanism provides, however, 
is the relation of supply and demand (or market price 
with respect to the market production price) at the 
current time. While this information is relevant to 
people's plans, it is not all the information that is 
relevant or is required by those involved. 


The information which the market does not provide is 
that of the plans of other people's reactions to the 
supplied information. This information, moreover, 
cannot be supplied due to competition. Simply put, if A 
and B are in competition, if A informs B of her activities 
and B does not reciprocate, then B is in a position to 
compete more effectively than A. Hence communication 
within the market is discouraged and each production 
unit is isolated from the rest. In other words, each person 
or company responds to the same signal (the change in 
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price) but each acts independently of the response of 
other producers and consumers. The result is often a 
slump in the market, causing unemployment and 
economic disruption. 


For example, lets assume a price rise due to a shortage of 
a commodity. This results in excess profits in that 
market, leading the owners of capital to invest in this 
branch of production in order to get some of these 
above-average profits. However, consumers will respond 
to the price rise by reducing their consumption of that 
good. This means that when the results of these 
independent decisions are realised, there is an 
overproduction of that good in the market in relation to 
effective demand for it. Goods cannot be sold and so 
there is a realisation crisis as producers cannot make a 
profit from their products. Given this overproduction, 
there is a slump, capital disinvests, and the market price 
falls. This eventually leads to a rise in demand against 
supply, production expands leading to another boom and 
so on. 


Proudhon described this process as occurring because of 
the "contradiction" of "the double character of value" 
(i.e. between value in use and value in exchange). This 
contradiction results in a good's "value decreas[ing] as 
the production of utility increases, and a producer may 
arrive at poverty by continually enriching himself" via 
over-production. This is because a producer "who has 
harvested twenty sacks of wheat. . . believes himself 
twice as rich as if he had harvested only ten. . . 
Relatively to the household, [they] are right; looked at in 
their external relations, they may be utterly mistaken. If 
the crop of wheat is double throughout the whole 
country, twenty sacks will sell for less than ten would 
have sold for if it had been as half as great." |The 
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System of Economical Contradictions, p. 78, pp. 77- 
78] 


This, it should be noted, is not a problem of people 
making a series of unrelated mistakes. Rather, it results 
because the market imparts the same information to all 
involved and this information is not sufficient for 
rational decision making. While it is rational for each 
agent to expand or contract production, it is not rational 
for all agents to act in this manner. In a capitalist 
economy, the price mechanism does not supply all the 
information needed to make rational decisions. In fact, it 
actively encourages the suppression of the needed extra 
information concerning the planned responses to the 
original information. 


It is this irrationality and lack of information which feed 
into the business cycle. These local booms and slumps in 
production of the kind outlined here can then be 
amplified into general crises due to the insufficient 
information spread through the economy by the market. 
However, disproportionalities of capital between 
industries do not per se result in a general crisis. If this 
was that case the capitalism would be in a constant state 
of crisis because capital moves between markets during 
periods of prosperity as well as just before periods of 
depression. This means that market dislocations cannot 
be a basis for explaining the existence of a general crisis 
in the economy (although it can and does explain 
localised slumps). 


Therefore, the tendency to general crisis that expresses 
itself in a generalised glut on the market is the product of 
deeper economic changes. While the suppression of 
information by the market plays a role in producing a 
depression, a general slump only develops from a local 
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boom and slump cycle when it occurs along with the 
second side-effect of capitalist economic activity, 
namely the increase of productivity as a result of capital 
investment, as well as the subjective pressures of class 
struggle. 


The problems resulting from increased productivity and 
capital investment are discussed in the next section. 


C.7.3 WHAT ROLE DOES INVESTMENT PLAY IN THE 
BUSINESS CYCLE? 


Other problems for capitalism arise due to increases in 
productivity which occur as a result of capital investment 
or new working practices which aim to increase short 
term profits for the company. The need to maximise 
profits results in more and more investment in order to 
improve the productivity of the workforce (i.e. to 
increase the amount of surplus value produced). A rise in 
productivity, however, means that whatever profit is 
produced is spread over an increasing number of 
commodities. This profit still needs to be realised on the 
market but this may prove difficult as capitalists produce 
not for existing markets but for expected ones. As 
individual firms cannot predict what their competitors 
will do, it is rational for them to try to maximise their 
market share by increasing production (by increasing 
investment). As the market does not provide the 
necessary information to co-ordinate their actions, this 
leads to supply exceeding demand and difficulties 
realising the profits contained in the produced 
commodities. In other words, a period of over- 
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production occurs due to the over-accumulation of 
capital. 


Due to the increased investment in the means of 
production, variable capital (labour) uses a larger and 
larger constant capital (the means of production). As 
labour is the source of surplus value, this means that in 
the short term profits must be increased by the new 
investment, i.e. workers must produce more, in relative 
terms, than before so reducing a firms production costs 
for the commodities or services it produces. This allows 
increased profits to be realised at the current market 
price (which reflects the old costs of production). 
Exploitation of labour must increase in order for the 
return on total (i.e. constant and variable) capital to 
increase or, at worse, remain constant. 


However, while this is rational for one company, it is not 
rational when all firms do it, which they must in order to 
remain in business. As investment increases, the surplus 
value workers have to produce must increase faster. If 
the mass of available profits in the economy is too small 
compared to the total capital invested then any problems 
a company faces in making profits in a specific market 
due to a localised slump caused by the price mechanism 
may spread to affect the whole economy. In other words, 
a fall in the rate of profit (the ratio of profit to investment 
in capital and labour) in the economy as a whole could 
result in already produced surplus value, earmarked for 
the expansion of capital, remaining in its money form 
and thus failing to act as capital. No new investments are 
made, goods cannot be sold resulting in a general 
reduction of production and so increased unemployment 
as companies fire workers or go out of business. This 
removes more and more constant capital from the 
economy, increasing unemployment which forces those 
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with jobs to work harder, for longer so allowing the mass 
of profits produced to be increased, resulting 
(eventually) in an increase in the rate of profit. Once 
profit rates are high enough, capitalists have the 
incentive to make new investments and slump turns to 
boom. 


It could be argued that such an analysis is flawed as no 
company would invest in machinery if it would reduce 
it's rate of profit. But such an objection is flawed, simply 
because (as we noted) such investment is perfectly 
sensible (indeed, a necessity) for a specific firm. By 
investing they gain (potentially) an edge in the market 
and so increased profits. Unfortunately, while this is 
individually sensible, collectively it is not as the net 
result of these individual acts is over-investment in the 
economy as a whole. Unlike the model of perfect 
competition, in a real economy capitalists have no way 
of knowing the future, and so the results of their own 
actions, nevermind the actions of their competitors. Thus 
over-accumulation of capital is the natural result of 
competition simply because it is individually rational and 
the future is unknowable. Both of these factors ensure 
that firms act as they do, investing in machinery which, 
in the end, will result in a crisis of over-accumulation. 


Cycles of prosperity, followed by over-production and 
then depression are the natural result of capitalism. Over- 
production is the result of over-accumulation, and over- 
accumulation occurs because of the need to maximise 
short-term profits in order to stay in business. So while 
the crisis appears as a glut of commodities on the market, 
as there are more commodities in circulation that can be 
purchased by the aggregate demand ("Property sells 
products to the labourer for more than it pays him for 
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them," to use Proudhon's words), its roots are deeper. It 
lies in the nature of capitalist production itself. 


A classic example of these "objective" pressures on 
capitalism is the "Roaring Twenties" that preceded the 
Great Depression of the 1930s. After the 1921 slump, 
there was a rapid rise in investment in the USA with 
investment nearly doubling between 1919 and 1927. 


Because of this investment in capital equipment, 
manufacturing production grew by 8.0% per annum 
between 1919 and 1929 and labour productivity grew by 
an annual rate of 5.6% (this is including the slump of 
1921-22). This increase in productivity was reflected in 
the fact that over the post-1922 boom, the share of 
manufacturing income paid in salaries rose from 17% to 
18.3% and the share to capital rose from 25.5% to 
29.1%. Managerial salaries rose by 21.9% and firm 
surplus by 62.6% between 1920 and 1929. With costs 
falling and prices comparatively stable, profits increased 
which in turn lead to high levels of capital investment 
(the production of capital goods increased at an average 
annual rate of 6.4%). 


Unsurprisingly, in such circumstances, in the 1920s 
prosperity was concentrated at the top 60% of families 
made less than $2000 a year, 42% less than $1000. One- 
tenth of the top 1% of families received as much income 
as the bottom 42% and only 2.3% of the population 
enjoyed incomes over $10000. While the richest 1% 
owned 40% of the nation's wealth by 1929 (and the 
number of people claiming half-million dollar incomes 
rose from 156 in 1920 to 1489 in 1929) the bottom 93% 
of the population experienced a 4% drop in real 
disposable per-capita income between 1923 and 1929. 
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However, in spite of this, US capitalism was booming 
and the laissez-faire capitalism was at its peak. But by 
1929 all this had changed with the stock market crashing 
-- followed by a deep depression. What was its cause? 
Given our analysis presented above, it may have been 
expected to have been caused by the "boom" decreasing 
unemployment, so increased working class power and 
leading to a profits squeeze, but this was not the case. 


This slump was not the result of working class 
resistance, indeed the 1920s were marked by a labour 
market which remained continuously favourable to 
employers. This was for two reasons. Firstly, the 
"Palmer Raids" at the end of the 1910s saw the state root 
out radicals in the US labour movement and wider 
society. Secondly, the deep depression of 1920-21 
(during which national unemployment rates averaged 
over 9%) combined with the use of legal injunctions by 
employers against work protests and the use of industrial 
spies to identify and sack union members made labour 
weak and so the influence and size of unions fell as 
workers were forced to sign "yellow-dog" contracts to 
keep their jobs. 


During the post-1922 boom, this position did not change. 
The national 3.3% unemployment rate hid the fact that 
non-farm unemployment averaged 5.5% between 1923 
and 1929. Across all industries, the growth of 
manufacturing output did not increase the demand for 
labour. Between 1919 and 1929, employment of 
production workers fell by 1% and non-production 
employment fell by about 6% (during the 1923 to 29 
boom, production employment only increased by 2%, 
and non-production employment remained constant). 
This was due to the introduction of labour saving 
machinery and the rise in the capital stock. In addition, 
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the high productivity associated with farming resulted in 
a flood of rural workers into the urban labour market. 


Facing high unemployment, workers' quit rates fell due 
to fear of loosing jobs (particularly those workers with 
relatively higher wages and employment stability). This 
combined with the steady decline of the unions and the 
very low number of strikes (lowest since the early 1880s) 
indicates that labour was weak. Wages, like prices, were 
comparatively stable. Indeed, the share of total 
manufacturing income going to wages fell from 57.5% in 
1923-24 to 52.6% in 1928/29 (between 1920 and 1929, it 
fell by 5.7%). It is interesting to note that even with a 
labour market favourable to employers for over 5 years, 
unemployment was still high. This suggests that the neo- 
classical "argument" that unemployment within 
capitalism is caused by strong unions or high real wages 
is somewhat flawed to say the least (see section C.9). 


The key to understanding what happened lies the 
contradictory nature of capitalist production. The 
"boom" conditions were the result of capital investment, 
which increased productivity, thereby reducing costs and 
increasing profits. The large and increasing investment 
in capital goods was the principal device by which 
profits were spent. In addition, those sectors of the 
economy marked by big business (i.e. oligopoly, a 
market dominated by a few firms) placed pressures upon 
the more competitive ones. As big business, as usual, 
received a higher share of profits due to their market 
position (see section C.5), this lead to many firms in the 
more competitive sectors of the economy facing a 
profitability crisis during the 1920s. 


The increase in investment, while directly squeezing 
profits in the more competitive sectors of the economy, 
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also eventually caused the rate of profit to stagnate, and 
then fall, over the economy as a whole. While the mass 
of available profits in the economy grew, it eventually 
became too small compared to the total capital invested. 
Moreover, with the fall in the share of income going to 
labour and the rise of inequality, aggregate demand for 
goods could not keep up with production, leading to 
unsold goods (which is another way of expressing the 
process of over-investment leading to over-production, 
as over-production implies under-consumption and vice 
versa). As expected returns (profitability) on investments 
hesitated, a decline in investment demand occurred and 
so a slump began (rising predominantly from the capital 
stock rising faster than profits). Investment flattened out 
in 1928 and turned down in 1929. With the stagnation in 
investment, a great speculative orgy occurred in 1928 
and 1929 in an attempt to enhance profitability. This 
unsurprisingly failed and in October 1929 the stock 
market crashed, paving the way for the Great Depression 
of the 1930s. 


The crash of 1929 indicates the "objective" limits of 
capitalism. Even with a very weak position of labour, 
crisis still occurred and prosperity turned to "hard times." 
In contradiction to neo-classical economic theory, the 
events of the 1920s indicate that even if the capitalist 
assumption that labour is a commodity like all others is 
approximated in real life, capitalism is still subject to 
crisis (ironically, a militant union movement in the 1920s 
would have postponed crisis by shifting income from 
capital to labour, increasing aggregate demand, reducing 
investment and supporting the more competitive sectors 
of the economy!). Therefore, any neo-classical "blame 
labour" arguments for crisis (which were so popular in 
the 1930s and 1970s) only tells half the story (if that). 
Even if workers do act in a servile way to capitalist 
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authority, capitalism will still be marked by boom and 
bust (as shown by the 1920s and 1980s). 


To take another example, America's 100 largest firms, 
employing 5 million persons and having assets of $126 
billion, saw their average amount of assets per worker 
grow from $12,200 in 1949 to $20,900 in 1959 and to 
$24,000 in 1962. [First National City Bank, Economic 
Letter, June 1963]. As can be seen, the rate of increase 
in average assets per worker falls off over time. The 
initial period of high capital formation was followed by a 
recessionary period between 1957 and 1961. These years 
were marked by a sharp increase in unemployment (from 
3 million in 1956 to a high of 5 million in 1961) and a 
higher unemployment rate after the slump than before 
(an increase of 1 million from 1956 figures to around 4 
million in 1962). [T. Brecher and T. Costello, Common 
Sense for Hard Times, chart 2] 


We have referred to data from this period, because some 
supporters of "free market" capitalism have used the 
same period to argue for the advantages of capital 
investment. This data actually indicates, however, that 
increased capital formation helps to create the potential 
for recession, because although it increases productivity 
(and so profits) for a period, it reduces profit rates in the 
long run because there is a relative scarcity of surplus 
value in the economy (compared to invested capital). 
This fall in profit rates is indicated by the decrease in 
capital formation, which is the point of production in the 
first place within capitalism, as well as by the increase of 
unemployment during that period. 


So, if the profit rate falls to a level that does not allow 
capital formation to continue, a slump sets in. This 
general slump is usually started by overproduction for a 
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specific commodity, possibly caused by the process 
described in section C.7.2. If there are enough profits in 
the economy, localised slumps have a reduced tendency 
to grow and become general. A slump only becomes 
general when the rate of profit over the whole economy 
falls. A local slump spreads through the market because 
of the lack of information the market provides producers. 
When one industry over-produces, it cuts back 
production, introduces cost-cutting measures, fires 
workers and so on in order to try and realise more 
profits. This reduces demand for industries that supplied 
the affected industry and reduces general demand due to 
unemployment. The related industries now face over- 
production themselves and the natural response to the 
information supplied by the market is for individual 
companies to reduce production, fire workers, etc., 
which again leads to declining demand. This makes it 
even harder to realise profit on the market and leads to 
more cost cutting, deepening the crisis. While 
individually this is rational, collectively it is not and so 
soon all industries face the same problem. A local slump 
is propagated through the economy because the capitalist 
economy does not communicate enough information for 
producers to make rational decisions or co-ordinate their 
activities. 


"Over-production," we should point out, exists only from 
the viewpoint of capital, not of the working class: 


"What economists call over-production is but a 
production that is above the purchasing power of the 
worker. . . this sort of over-production remains fatally 
characteristic of the present capitalist production, 
because workers cannot buy with their salaries what 
they have produced and at the same time copiously 
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nourish the swarm of idlers who live upon their work." 
[Peter Kropotkin, Op. Cit., pp. 127-128] 


In other words, over-production and under-consumption 
reciprocally imply each other. There is no over 
production except in regard to a given level of solvent 
demand. There is no deficiency in demand except in 
relation to a given level of production. The goods "over- 
produced" may be required by consumers, but the market 
price is too low to generate a profit and so production 
must be reduced in order to artificially increase it. So, for 
example, the sight of food being destroyed while people 
go hungry is a common one in depression years. 


So, while the crisis appears on the market as a 
"commodity glut" (ie. as a reduction in effective 
demand) and is propagated through the economy by the 
price mechanism, its roots lie in production. Until such 
time as profit levels stabilise at an acceptable level, thus 
allowing renewed capital expansion, the slump will 
continue. The social costs of such cost cutting is yet 
another "externality," to be bothered with only if they 
threaten capitalists’ power and wealth. 


There are means, of course, by which capitalism can 
postpone (but not stop) a general crisis developing. 
Imperialism, by which markets are increased and profits 
are extracted from less developed countries and used to 
boost the imperialist countries profits, is one method 
("The workman being unable to purchase with their 
wages the riches they are producing, industry must 
search for markets elsewhere" - Kropotkin, Op. Cit., p. 
55). Another is state manipulation of credit and other 
economic factors (such as minimum wages, the 
incorporation of trades unions into the system, arms 
production, maintaining a "natural" rate of 
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unemployment to keep workers on their toes etc.). 
Another is state spending to increase aggregate demand, 
which can increase consumption and so lessen the 
dangers of over-production. Or the rate of exploitation 
produced by the new investments can be high enough to 
counteract the increase in constant capital and keep the 
profit rate from falling. However, these have (objective 
and subjective) limits and can never succeed in stopping 
depressions from occurring. 


Hence capitalism will suffer from a boom-and-bust cycle 
due to the above-mentioned objective pressures on profit 
production, even if we ignore the subjective revolt 
against authority by workers, explained earlier. In other 
words, even if the capitalist assumption that workers are 
not human beings but only "variable capital" was true, it 
would not mean that capitalism was a crisis free system. 
However, for most anarchists, such a discussion is 
somewhat academic for human beings are not 
commodities, the labour "market" is not like the iron 
market, and the subjective revolt against capitalist 
domination will exist as long as capitalism does. 
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C.8 
IS STATE CONTROL OF MONEY THE CAUSE OF 
THE BUSINESS CYCLE? 





As explained in the last section, capitalism will suffer 
from a boom-and-bust cycle due to objective pressures 
on profit production, even if we ignore the subjective 
revolt against authority by working class people. It is this 
two-way pressure on profit rates, the subjective and 
objective, which causes the business cycle and such 
economic problems as "stagflation." However, for 
supporters of the free market, this conclusion is 
unacceptable and so they usually try to explain the 
business cycle in terms of external influences rather 
than those generated by the way capitalism works. Most 
pro-"free market" capitalists blame government 
intervention in the market, particularly state control over 
money, as the source of the business cycle. This analysis 
is defective, as will be shown below. 


It should be noted that many supporters of capitalism 
ignore the "subjective" pressures on capitalism that we 
discussed in section C.7.1. In addition, the problems 
associated with rising capital investment (as highlighted 
in section C.7.3) are also usually ignored, because they 
usually consider capital to be "productive" and so cannot 
see how its use could result in crises. This leaves them 
with the problems associated with the price mechanism, 
as discussed in section C.7.2. 


The idea behind the "state-control-of-money" theory of 
crises is that interest rates provide companies and 
individuals with information about how price changes 
will affect future trends in production. Specifically, the 
claim is that changes in interest rates (i.e. changes in the 
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demand and supply of credit) indirectly inform 
companies of the responses of their competitors. For 
example, if the price of tin rises, this will lead to an 
expansion in investment in the tin industry, so leading to 
a rise in interest rates (as more credit is demanded). This 
rise in interest rates lowers anticipated profits and 
dampens the expansion. State control of money stops this 
process (by distorting the interest rate) and so results in 
the credit system being unable to perform its economic 
function. This results in overproduction as interest rates 
do not reflect real savings and so capitalists over-invest 
in new capital, capital which appears profitable only 
because the interest rate is artificially low. When the rate 
inevitably adjusts upwards towards its "real" value, the 
invested capital becomes unprofitable and so over- 
investment appears. Hence, according to the argument, 
by eliminating state control of money these negative 
effects of capitalism would disappear. 


Before discussing whether state control of money is the 
cause of the business cycle, we must point out that the 
argument concerning the role of the interest rate does 
not, in fact, explain the occurrence of over-investment 
(and so the business cycle). In other words, the 
explanation of the business cycle as lying in the features 
of the credit system is flawed. This is because it is not 
clear that the relevant information is communicated by 
changes in interest rates. Interest rates reflect the general 
aggregate demand for credit in an economy. However, 
the information which a specific company requires is 
about the over-expansion in the production of the 
specific good they produce and so the level of demand 
for credit amongst competitors, not the general demand 
for credit in the economy as a whole. An increase in the 
planned production of some good by a group of 
competitors will be reflected in a proportional change in 
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interest rates only if it is assumed that the change in 
demand for credit by that industry is identical with that 
found in the economy as a whole. 


There is no reason to suppose such an assumption is true, 
given the different production cycles of different 
industries and their differing needs for credit (in both 
terms of amount and of intensity). Therefore, assuming 
uneven changes in the demand for credit between 
industries reflecting uneven changes in _ their 
requirements, it is quite possible for over-investment 
(and so over-production) to occur, even if the credit 
system is working as it should in theory (i.e. the interest 
rate is, in fact, accurately reflecting the real savings 
available). The credit system, therefore, does not 
communicate the relevant information, and for this 
reason, it cannot be the case that the business cycle can 
be explained by departure from an "ideal system" (i.e. 
laissez-faire capitalism). 


Therefore, it cannot be claimed that removing state- 
control of money will also remove the business-cycle. 
However, the arguments that the state control of money 
do have an element of truth in them. Expansion of credit 
above the "natural" level which equates it with savings 
can and does allow capital to expand further than it 
otherwise would and so encourages over-investment (1.e. 
it builds upon trends already present rather than creating 
them). While we have ignored the role of credit 
expansion in our comments above to stress that credit is 
not fundamental to the business cycle, it is useful to 
discuss this as it is an essential factor in real capitalist 
economies. Indeed, without it capitalist economies 
would not have grown as fast as they have. Credit is 
fundamental to capitalism, in other words. 
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There are two main approaches to the question of 
eliminating state control of money in "free market" 
capitalist economics -- Monetarism and what is often 
called "free banking." We will take each in turn (a third 
possible "solution" is to impose a 100% gold reserve 
limit for banks, but as this is highly interventionist, and 
so not laissez-faire, simply impossible as there is not 
enough gold to go round and has all the problems 
associated with inflexible money regimes we highlight 
below, we will not discuss it). 


Monetarism was very popular in the 1970s and is 
associated with the works of Milton Friedman. It is far 
less radical that the "free banking" school and argues that 
rather than abolish state money, its issue should be 
controlled. Friedman stressed, like most capitalist 
economists, that monetary factors are the important 
feature in explaining such problems of capitalism as the 
business cycle, inflation and so on. This is unsurprising, 
as it has the useful ideological effect of acquitting the 
inner-workings of capitalism of any involvement in such 
problems. Slumps, for example, may occur, but they are 
the fault of the state interfering in the economy. This is 
how Friedman explains the Great Depression of the 
1930s in the USA, for example (see his "The Role of 
Monetary Policy" in American Economic Review, 
March, 1968). He also explains inflation by arguing it 
was a purely monetary phenomenon caused by the state 
printing more money than required by the growth of 
economic activity (for example, if the economy grew by 
2% but the money supply increased by 5%, inflation 
would rise by 3%). This analysis of inflation is deeply 
flawed, as we will see. 


Thus Monetarists argued for controlling the money 
supply, of placing the state under a "monetary 
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constitution" which ensured that the central banks be 
required by law to increase the quantity of money at a 
constant rate of 3-5% a year. This would ensure that 
inflation would be banished, the economy would adjust 
to its natural equilibrium, the business cycle would 
become mild (if not disappear) and capitalism would 
finally work as predicted in the economics textbooks. 
With the "monetary constitution" money would become 
"depoliticised" and state influence and control over 
money would be eliminated. Money would go back to 
being what it is in neo-classical theory, essentially 
neutral, a link between production and consumption and 
capable of no mischief on its own. 


Unfortunately for Monetarism, its analysis was simply 
wrong. Even more unfortunately for both the theory and 
vast numbers of people, it was proven wrong not only 
theoretically but also empirically. Monetarism was 
imposed on both the USA and the UK in the early 1980s, 
with disastrous results. As the Thatcher government in 
1979 applied Monetarist dogma the most whole- 
heartedly we will concentrate on that regime (the same 
basic things occurred under Reagan as well). 


Firstly, the attempt to control the money supply failed, as 
predicted in 1970 by the radical Keynesian Nicholas 
Kaldor (see his essay "The New Monetarism" in Further 
Essays on Applied Economics, for example). This is 
because the money supply, rather than being set by the 
central bank or the state (as Friedman claimed), is a 
function of the demand for credit, which is itself a 
function of economic activity. To use economic 
terminology, Friedman had assumed that the money 
supply was "exogenous" and so determined outside the 
economy by the state when, in fact, it is "endogenous" 
in nature (i.e. comes from within the economy). This 
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means that any attempt to control the money supply will 
fail. Charles P. Kindleburger comments: 


"As a historical generalisation, it can be said that every 
time the authorities stabilise or control some quantity of 
money. . . in moments of euphoria more will be 
produced. Or if the definition of money is fixed in terms 
of particular assets, and the euphoria happens to 
‘monetise' credit in new ways that are excluded from the 
definition, the amount of money defined in the old way 
will not grow, but its velocity will increase. . .fix any 
[definition of money] and the market will create new 
forms of money in periods of boom to get round the 
limit." [Manias, Panics and Crashes, p. 48] 


The experience of the Thatcher and Reagan regimes 
indicates this well. The Thatcher government could not 
meet the money controls it set -- the growth was 74%, 
37% and 23% above the top of the ranges set in 1980 
[Ian Gilmore, Dancing With Dogma, p. 22]. It took 
until 1986 before the Tory government stopped 
announcing monetary targets, persuaded no doubt by its 
inability to hit them. In addition, the variations in the 
money supply also showed that Milton Friedman's 
argument on what caused inflation was also wrong. 
According to his theory, inflation was caused by the 
money supply increasing faster than the economy, yet 
inflation fell as the money supply increased. As the 
moderate conservative Ian Gilmore points out, "/hjad 
Friedmanite monetarism. . . been right, inflation would 
have been about 16 per cent in 1982-3, 11 per cent in 
1983-4, and 8 per cent in 1984-5. In fact . . . in the 
relevant years it never approached the levels infallibly 
predicted by monetarist doctrine." [Op. Cit., p. 52] 
From an anarchist perspective, however, the fall in 
inflation was the result of the high unemployment of this 
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period as it weakened labour, so allowing profits to be 
made in production rather than in circulation (see section 
C.7.1). With no need for capitalists to maintain their 
profits via price increases, inflation would naturally 
decrease as labour's bargaining position was weakened 
by massive unemployment. Rather than being a purely 
monetary phenomena as Friedman claimed, it is a 
product of the profit needs of capital and the state of the 
class struggle. 


It is also of interest to note that even in Friedman's own 
test of his basic contention, the Great Depression of 
1929-33, he got it wrong. Kaldor noted pointed out that 
"[a]ccording to Friedman's own figures, the amount of 
‘high-powered money’. . . in the US increased, not 
decreased, throughout the Great Contraction: in July 
1932, it was more than 10 per cent higher than in July, 
1929... The Great Contraction of the money supply .. . 
occurred despite this increase in the monetary base." 
[Op. Cit., pp. 11-12] Other economists also investigated 
Friedman's claims, with similar result -- "Peter Temin 
took issue with Friedman and Schwartz from a 
Keynesian point of view [in the book Did Monetary 
Forces Cause the Great Depression?]. He asked 
whether the decline in spending resulted from a decline 
in the money supply or the other way round. . . [He 
found that] the money supply not only did not decline but 
actually increased 5 percent between August 1929 and 
August 1931. . . Temin concluded that there is no 
evidence that money caused the depression between the 
stock market crash and. . . September 1931." [Charles P. 
Kindleburger, Op. Cit., p. 60] 


In other words, causality runs from the real economy to 
money, not vice versa, and fluctuations in the money 
supply results from fluctuations in the economy. If the 
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money supply is endogenous, and it is, this would be 
expected. Attempts to control the money supply would, 
of necessity, fail and the only tool available would take 
the form of raising interest rates. This would reduce 
inflation, for example, by depressing investment, 
generating unemployment, and so (eventually) slowing 
the growth in wages. Which is what happened in the 
1980s. Trying to "control" the money supply actually 
meant increasing interest rates to extremely high levels, 
which helped produce the worse depression since the end 
of the war (a depression which Friedman notably failed 
to predict). 


Given the absolute failure of Monetarism, in both theory 
and practice, it is little talked about now. However, in the 
1970s it was the leading economic dogma of the right -- 
the right which usually likes to portray itself as being 
strong on the economy. It is useful to indicate that this is 
not the case. In addition, we discuss the failure of 
Monetarism in order to highlight the problems with the 
"free banking" solution to state control of money. This 
school of thought is associated with the "Austrian" 
school of economics and right-wing libertarians in 
general (we also discuss this theory in section F.10.1). It 
is based on totally privatising the banking system and 
creating a system in which banks and other private 
companies compete on the market to get their coins and 
notes accepted by the general population. This position is 
not the same as anarchist mutual banking as it is seen not 
as a way of reducing usury to zero but rather as a means 
of ensuring that interest rates work as they are claimed to 
do in capitalist theory. 


The "free banking" school argues that under competitive 
pressures, banks would maintain a 100% ratio between 
the credit they provide and the money they issue with the 
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reserves they actually have (i.e. market forces would 
ensure the end of fractional reserve banking). They argue 
that under the present system, banks can create more 
credit than they have funds/reserves available. This 
pushes the rate of interest below its "natural rate" (i.e. the 
rate which equates savings with investment). Capitalists, 
mis-informed by the artificially low interest rates invest 
in more capital intensive equipment and this, eventually, 
results in a crisis, a crisis caused by over-investment 
("Austrian" economists term this "malinvestment"). If 
banks were subject to market forces, it is argued, then 
they would not generate credit money, interest rates 
would reflect the real rate and so over-investment, and so 
crisis, would be a thing of the past. 


This analysis, however, is flawed. We have noted one 
flaw above, namely the problem that interest rates do not 
provide sufficient or correct information for investment 
decisions. Thus relative over-investment could still 
occur. Another problem follows on from our discussion 
of Monetarism, namely the endogenous nature of money 
and the pressures this puts on banks. The noted post- 
keynesian economist Hyman Minsky created an analysis 
which gives an insight into why it is doubtful that even a 
"free banking" system would resist the temptation to 
create credit money (i.e. loaning more money than 
available savings). This model is often called "The 
Financial Instability Hypothesis." 


Let us assume that the economy is going into the 
recovery period after a crash. Initially firms would be 
conservative in their investment while banks would lend 
within their savings limit and to low-risk investments. In 
this way the banks do ensure that the interest rate reflects 
the natural rate. However, this combination of a growing 
economy and conservatively financed investment means 
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that most projects succeed and this gradually becomes 
clear to managers/capitalists and bankers. As a result, 
both managers and bankers come to regard the present 
risk premium as excessive. New investment projects are 
evaluated using less conservative estimates of future 
cash flows. This is the foundation of the new boom and 
its eventual bust. In Minsky's words, "stability is 
destabilising." 


As the economy starts to grow, companies increasingly 
turn to external finance and these funds are forthcoming 
because the banking sector shares the increased 
optimism of investors. Let us not forget that banks are 
private companies too and so seek profits as well. 
Providing credit is the key way of doing this and so 
banks start to accommodate their customers and they 
have to do this by credit expansion. If they did not, the 
boom would soon turn into slump as investors would 
have no funds available for them and interest rates would 
increase, thus forcing firms to pay more in debt 
repayment, an increase which many firms may not be 
able to do or find difficult. This in turn would suppress 
investment and so production, generating unemployment 
(as companies cannot "fire" investments as easily as they 
can fire workers), so reducing consumption demand 
along with investment demand, so deepening the slump. 


However, due to the rising economy bankers 
accommodate their customers and generate credit rather 
than rise interest rates. In this way they accept liability 
structures both for themselves and for their customers 
"that, in a more sober expectational climate, they would 
have_ rejected." [Minsky, Inflation, Recession and 
Economic Policy, p. 123] The banks innovate their 
financial products, in other words, in line with demand. 
Firms increase their indebtedness and banks are more 
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than willing to allow this due to the few signs of 
financial strain in the economy. The individual firms and 
banks increase their financial liability, and so the whole 
economy moves up the liability structure. 


However, eventually interest rates rise (as the existing 
extension of credit appears too high) and this affects all 
firms, from the most conservative to the most 
speculative, and "pushes" them up even higher up the 
liability structure (conservative firms no longer can 
repay their debts easily, less conservative firms fail to 
pay them and so on). The margin of error narrows and 
firms and banks become more vulnerable to unexpected 
developments, such a new _ competitors, — strikes, 
investments which do not generate the expected rate of 
return, credit becoming hard to get, interest rates 
increase and so on. In the end, the boom turns to slump 
and firms and banks fail. 


The "free banking" school reject this claim and argue 
that private banks in competition would not do this as 
this would make them appear less competitive on the 
market and so customers would frequent other banks 
(this is the same process by which inflation would be 
solved by a "free banking" system). However, it is 
because the banks are competing that they innovate -- if 
they do not, another bank or company would in order to 
get more profits. This can be seen from the fact that 
"[b]ank notes. . . and bills of exchange. . . were initially 
developed because of an inelastic supply of coin" 
[Kindleburger, Op. Cit., p. 51] and "any shortage of 
commonly-used types [of money] is bound to lead to the 
emergence of new types; indeed, this is how, historically, 
first bank notes and the chequing account emerged" 
[Kaldor, Op. Cit., p. 10] 
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This process can be seen at work in Adam Smith's The 
Wealth of Nations. Scotland in Smith's time was based 
on a competitive banking system and, as Smith notes, 
they issued more money than was available in the banks 
coffers: 


"Though some of those notes [the banks issued] are 
continually coming back for payment, part of them 
continue to circulate for months and years together. 
Though he [the banker] has generally in circulation, 
therefore, notes to the extent of a hundred thousand 
pounds, twenty thousand pounds in gold and silver may 
frequently be a_ sufficient provision for answering 
occasional demands." [The Wealth of Nations, pp. 257- 
8] 


In other words, the competitive banking system did not, 
in fact, eliminate fractional reserve banking. Ironically 
enough, Smith noted that "the Bank of England paid very 
dearly, not only for its own imprudence, but for the much 
greater imprudence of almost all of the Scotch [sic!] 
banks." [Op. Cit., p. 269] Thus the central bank was 
more conservative in its credit generation than the banks 
under competitive pressures! Indeed, Smith argues that 
the banking companies did not, in fact, act in line with 
their interests as assumed by the "free banking" school: 


"had every particular banking company always 
understood and and attended to its own particular 
interest, the circulation never could have been 
overstocked with paper money. But every particular 
baking company has not always understood and attended 
to its own particular interest, and the circulation has 
frequently been overstocked with paper money." [Op. 
Cit., p. 267] 
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Thus we have reserve banking plus bankers acting in 
ways opposed to their "particular interest" (i.e. what 
economics consider to be their actual self-interest rather 
than what the bankers actually thought was their self- 
interest!) in a system of competitive banking. Why could 
this be the case? Smith mentions, in passing, a possible 
reason. He notes that "the high profits of trade afforded a 
great temptation to over-trading" and that while a 
"multiplication of banking companies. . . increases the 
security of the public" by forcing them "to be more 
circumspect in their conduct" it also "obliges all bankers 
to be more liberal in their dealings with their customers, 
lest their rivals should carry them away." (Op. Cit., p. 
274, p. 294] 


Thus "free banking" is pulled in two directions at once, 
to accommodate their customers while being 
circumspect in their activities. Which factor prevails 
would depend on the state of the economy, with up- 
swings provoking liberal lending (as described by 
Minsky). Moreover, given that the "free banking" school 
argues that credit generation produces the business cycle, 
it is clear from the case of Scotland that competitive 
banking does not, in fact, stop credit generation (and so 
the business cycle, according to "Austrian" theory). This 
also seemed the case with 19th century America, which 
did not have a central bank for most of that period -- "the 
up cycles were also extraordinary [like the busts], 
powered by loose credit and kinky currencies (like 
privately issued banknotes)." [Doug Henwood, Wall 
Street, p. 94] 


Most "free banking" supporters also argue that regulated 
systems of free banking were more unstable than 
unregulated. Perhaps this is the case, but that implies that 
the regulated systems could not freely accommodate 
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their customers by generating credit and the resulting 
inflexible money regime created problems by increasing 
interest rates and reducing the amount of money 
available, which would result in a slump sooner rather 
than later. Thus the over supply of credit, rather than 
being the cause of the crisis is actually a symptom. 
Competitive investment also drives the business-cycle 
expansion, which is allowed and encouraged by the 
competition among banks in supplying credit. Such 
expansion complements -- and thus amplifies -- other 
objective tendencies towards crisis, such as_ over- 
investment and disportionalities. 


In other words, a pure "free market" capitalist would still 
have a business cycle as this cycle is caused by the 
nature of capitalism, not by state intervention. In reality 
(i.e. in "actually existing" capitalism), state manipulation 
of money (via interest rates) is essential for the capitalist 
class as it is more related to indirect profit-generating 
activity, such as ensuring a "natural" level of 
unemployment to keep profits up, an acceptable level of 
inflation to ensure increased profits, and so forth, as well 
as providing a means of tempering the business cycle, 
organising bailouts and injecting money into the 
economy during panics. If state manipulation of money 
caused the problems of capitalism, we would not have 
seen the economic successes of the post-war Keynesian 
experiment or the business cycle in pre-Keynesian days 
and in countries which had a more free banking system 
(for example, nearly half of the late 19th century in the 
US was spent in periods of recession and depression, 
compared to a fifth since the end of World War II). 


It is true that all crises have been preceded by a 
speculatively-enhanced expansion of production and 
credit. This does not mean, however, that crisis results 
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from speculation and the expansion of credit. The 
connection is not causal in free market capitalism. The 
expansion and contraction of credit is a mere symptom 
of the periodic changes in the business cycle, as the 
decline of profitability contracts credit just as an increase 
enlarges it. 


Paul Mattick gives the correct analysis: 


"[M]Joney and credit policies can themselves change 
nothing with regard to profitability or insufficient 
profits. Profits come only from production, from the 
surplus value produced by workers. . . The expansion of 
credit has always been taken as a sign of a coming 
crisis, in the sense that it reflected the attempt of 
individual capital entities to expand despite sharpening 
competition, and hence survive the crisis. . . Although the 
expansion of credit has staved off crisis for a short time, 
it has never prevented it, since ultimately it is the real 
relationship between total profits and the needs of social 
capital to expand in value which is the decisive factor, 
and that cannot be altered by credit." (Economics, 
Politics and the Age of Inflation, pp. 17-18] 


In short, the apologists of "free market" capitalism 
confuse the symptoms for the disease. 


Where there is no profit to be had, credit will not be 
sought. While extension of the credit system "can be a 
factor deferring crisis, the actual outbreak of crisis 
makes it into an aggravating factor because of the larger 
amount of capital that must be devalued." [Paul Mattick, 
Economic Crisis and Crisis Theory, p. 138] But this is 
also a problem facing private companies using the gold 
standard, as advocated by right-wing Libertarians (who 
are supporters of "free market" capitalism and banking). 
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The money supply reflects the economic activity within 
a country and if that supply cannot adjust, interest rates 
rise and provoke a crisis. Thus the need for a flexible 
money supply (as desired, for example, by the US 
Individualist Anarchists). As Adam Smith pointed out, 
"the quantity of coin in every country is regulated by the 
value of the commodities which are to be circulated by 
it: increase that value and . . . the additional quantity of 
coin requisite for circulating them [will be found]." [Op. 
Cit., p. 385] 


Token money came into being because commodity 
money proved to be too inflexible for this to occur, as 
"the expansion of production or trade unaccompanied by 
an increase in the amount of money must cause a fall in 
the price level. . . Token money was developed at an 
early date to shelter trade from the enforced deflations 
that accompanied the use of specie when the volume of 
business swelled. . . Specie is an inadequate money just 
because it is a commodity and its amount cannot be 
increased at will. The amount of gold available may be 
increased by a few per cent a year, but not by as many 
dozen within a few weeks, as might be required to carry 
out a sudden expansion of transactions. In the absence of 
token money business would have to be either curtailed 
or carried on at very much lower prices, thus inducing a 
slump and creating unemployment." [Karl Polyani, The 
Great Transformation, p. 193] 


To sum up, "/iJt is not credit but only the increase in 
production made possible by it that increases surplus 
value. It is then the rate of exploitation which determines 
credit expansion." [Paul Mattick, Economics, Politics 
and the Age of Inflation, p. 18] Hence token money 
would increase and decrease in line with capitalist 
profitability, as predicted in capitalist economic theory. 
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But this could not affect the business cycle, which has its 
roots in production for capital (i.e. profit) and capitalist 
authority relations, to which the credit supply would 
obviously be tied, and not vice versa. 


C.8.1 
DOES THIS MEAN THAT KEYNESIANISM WORKS? 


If state control of credit does not cause the business 
cycle, does that mean Keynesianism capitalism can 
work? Keynesian economics, as opposed to free market 
capitalism, maintains that the state can and should 
intervene in the economy in order to stop economic 
crises from occurring. The post-war boom presents 
compelling evidence that it can be effect the business 
cycle for the better by reducing its impact from 
developing into a full depression. 


The period of social Keynesianism after the war was 
marked by reduced inequality, increased rights for 
working people, less unemployment, a welfare state you 
could actually use and so on. Compared to present-day 
capitalism, it had much going for it. However, Keynesian 
capitalism is still capitalism and so is still based upon 
oppression and exploitation. It was, in fact, a more 
refined form of capitalism, within which the state 
intervention was used to protect capitalism from itself 
while trying to ensure that working class struggle against 
it was directed, via productivity deals, into keeping the 
system going. For the population at large, the general 
idea was that the welfare state (especially in Europe) was 
a way for society to get a grip on capitalism by putting 
some humanity into it. In a confused way, the welfare 


542 


state was supported as an attempt to create a society in 
which the economy existed for people, not people for the 
economy. 


While the state has always had a share in the total 
surplus value produced by the working class, only under 
Keynesianism is this share increased and used actively to 
manage the economy. Traditionally, placing checks on 
state appropriation of surplus value had been one of the 
aims of classical capitalist thought (simply put, cheap 
government means more surplus value available for 
capitalists to compete for). But as capital has 
accumulated, so has the state increased and its share in 
social surplus (for control over the domestic enemy has 
to be expanded and society protected from the 
destruction caused by free market capitalism). 


Indeed, such state intervention was not totally new for 
"[f]rom its origins, the United States had relied heavily 
on state intervention and protection for the development 
of industry and agriculture, from the textile industry in 
the early nineteenth century, through the steel industry at 
the end of the century, to computers, electronics, and 
biotechnology today. Furthermore, the same has been 
true of every other successful industrial society." [World 
Orders, Old and New, p. 101] 


The roots of the new policy of higher levels and different 
forms of state intervention lie in the Great Depression of 
the 1930s and the realisation that attempts to enforce 
widespread reductions in money wages and costs (the 
traditional means to overcome depression) were 
impossible because the social and economic costs would 
have been too expensive. A militant strike wave 
involving a half million workers occurred in 1934, with 
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factory occupations and other forms of militant direct 
action commonplace. 


Instead of attempting the usual class war (which may 
have had revolutionary results), sections of the capitalist 
class thought a new approach was required. This 
involved using the state to manipulate credit in order to 
increase the funds available for capital and to increase 
demand by state orders. As Paul Mattick points out: 


"The additional production made possible by deficit 
financing does appear as additional demand, but as 
demand unaccompanied by a corresponding increase in 
total profits. . . [this] functions immediately as an 
increase in demand that stimulates the economy as a 
whole and can become the point for a new prosperity" if 
objective conditions allow it. [Economic Crisis and 
Crisis Theory, p. 143] 


State intervention can, in the short term, postpone crises 
by stimulating production. This can be seen from the in 
1930s New Deal period under Roosevelt when the 
economy grew five years out of seven compared to it 
shrinking every year under the pro-laissez-faire 
Republican President Herbert Hoover (under Hoover, the 
GNP shrank an average of -8.4 percent a year, under 
Roosevelt it grew by 6.4 percent). The 1938 slump after 
3 years of growth under Roosevelt was due to a decrease 
in state intervention: 


"The forces of recovery operating within the depression, 
as well as the decrease in unemployment via public 
expenditures, increased production up to the output level 
of 1929. This was sufficient for the Roosevelt 
administration to drastically reduce public works. . . in a 
new effort to balance the budget in response to the 
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demands of the business world. .. The recovery proved 
to be short-lived. At the end of 1937 the Business Index 
fell from 110 to 85, bring the economy back to the state 
in which it had found itself in 1935. . . Millions of 
workers lost their jobs once again." [Paul Mattick, 
Economics, Politics and the Age of Inflation, p. 138] 


With the success of state intervention during the second 
world war, Keynesianism was seen as a way of ensuring 
capitalist survival. The resulting boom is well known, 
with state intervention being seen as the way of ensuring 
prosperity for all sections of society. Before the Second 
World War, the USA (for example) suffered eight 
depressions, since the war there has been none (although 
there has been periods of recession). There is no denying 
that for a considerable time, capitalism has been able to 
prevent the rise of depressions which so plagued the pre- 
war world and that this was accomplished by 
government interventions. 


This is because Keynesianism can serve to initiate a new 
prosperity and postpone crisis by the extension of credit. 
This can mitigate the conditions of crisis, since one of its 
short-term effects is that it offers private capital a wider 
range of action and an improved basis for its own efforts 
to escape the shortage of profits for accumulation. In 
addition, Keynesianism can fund Research and 
Development in new technologies and working methods 
(such as automation), guarantee markets for goods as 
well as transferring wealth from the working class to 
capital via taxation and inflation. 


In the long run, however, Keynesian "management of the 


economy by means of monetary and credit policies and 
by means of state-induced production must eventually 
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find its end in the contradictions of the accumulation 
process." [Paul Mattick, Op. Cit., p. 18] 


So, these interventions did not actually set aside the 
underlying causes of economic and social crisis. The 
modifications of the capitalist system could not totally 
countermand the subjective and objective limitations of a 
system based upon wage slavery and social hierarchy. 
This can be seen when the rosy picture of post-war 
prosperity changed drastically in the 1970s when 
economic crisis returned with a vengeance, with high 
unemployment occurring along with high inflation. This 
soon lead to a return to a more "free market" capitalism 
with, in Chomsky's words, "state protection and public 
subsidy for the rich, market discipline for the poor." This 
process, and its effects, are discussed in the next two 
sections. 


C.8.2 
WHAT HAPPENED TO KEYNESIANISM IN THE 19708? 


Basically, the subjective and objective limitations to 
Keynesianism we highlighted in the last section were 
finally reached in the early 1970s. Economic crisis 
returned with massive unemployment accompanied with 
high inflation, with the state interventions that for so 
long kept capitalism healthy making the crisis worse. In 
other words, a combination of social struggle and a lack 
of surplus value available to capital resulted in the 
breakdown of the successful post-war consensus. 


The roots and legacy of this breakdown in Keynesianism 
is informative and worth analysing. The post-war period 
marked a distinct change for capitalism, with new, 
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higher levels of state intervention. So why the change? 
Simply put, because capitalism was not a viable system. 
It had not recovered from the Great Depression and the 
boom economy during war had obviously contrasted 
deeply with the stagnation of the 1930s. Plus, of course, 
a militant working class, which has put up with years of 
denial in the struggle against fascist-capitalism would 
not have taken lightly to a return to mass unemployment 
and poverty. So, politically and economically a change 
was required. This change was provided by the ideas of 
Keynes, a change which occurred under working class 
pressure but in the interests of the ruling class. 


The mix of intervention obviously differed from country 
to country, based upon the needs and ideologies of the 
ruling parties and social elites. In Europe nationalisation 
was widespread as inefficient capital was taken over by 
the state and reinvigorated by state funding and social 
spending more important as Social Democratic parties 
attempted to introduce reforms. Chomsky describes the 
process in the USA: 


"Business leaders recognised that social spending could 
stimulate the economy, but much preferred the military 
Keynesian alternative - for reasons having to do with 
privilege and power, not ‘economic rationality.’ This 
approach was adopted at once, the Cold War serving as 
the justification. . . . The Pentagon system was 
considered ideal for these purposes. It extends well 
beyond the military establishment, incorporating also the 
Department of Energy. . . and the space agency NASA, 
converted by the Kennedy administration to a significant 
component of the state-directed public subsidy to 
advanced industry. These arrangements impose on the 
public a large burden of the costs of industry (research 
and development, R&D) and provide a guaranteed 
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market for excess production, a useful cushion for 
management decisions. Furthermore, this form of 
industrial policy does not have the undesirable side- 
effects of social spending directed to human needs. Apart 
from unwelcome redistributive effects, the latter policies 
tend to interfere with managerial prerogatives; useful 
production may undercut private gain, while state- 
subsidised waste production. . . is a gift to the owner and 
manager, to whom any marketable spin-offs will be 
promptly delivered. Social spending may also resource 
public interest and participation, thus enhancing the 
threat of democracy. .. The defects of social spending do 
not taint the military Keynesian alternative. For such 
reasons, Business Week explained,  'there's a 
tremendous social and economic difference between 
welfare pump-priming and military pump-priming,' the 
latter being far preferable." [World Orders, Old and 
New, pp. 100-101] 


Over time, social Keynesianism took increasing hold 
even in the USA, partly in response to working class 
struggle, partly due to the need for popular support at 
elections and partly due to "[pJopular opposition to the 
Vietnam war [which] prevented Washington from 
carrying out a national mobilisation. . . which might 
have made it possible to complete the conquest without 
harm to the domestic economy. Washington was forced 
to fight a_ '‘guns-and-butter' was to placate the 
population, at considerable economic cost." [Noam 
Chomsky, Op. Cit., pp. 157-8] 


Social Keynesianism directs part of the total surplus 
value to workers and unemployed while military 
Keynesianism transfers surplus value from the general 
population to capital and from capital to capital. This 
allows R&D and capital to be publicly subsidised, as 
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well as essential but unproductive capital to survive. As 
long as real wages did not exceed a rise in productivity, 
Keynesianism would continue. However, both functions 
have objective limits as the transfer of profits from 
successful capital to essential, but less successful, or 
long term investment can cause a crisis is there is not 
enough profit available to the system as a whole. The 
surplus value producing capital, in this case, would be 
handicapped due to the transfers and cannot respond to 
economic problems with freely as before. 


This lack of profitable capital was part of the reason for 
the collapse of the post-war consensus. In their deeply 
flawed 1966 book, Monopoly Capital, radical 
economists Baran and Sweezy point out that "/i/f 
military spending were reduced once again to pre- 
Second World War proportions the nation's economy 
would return to a state of profound depression" [p. 153] 


In other words, the US economy was still in a state of 
depression, countermanded by state expenditures (for a 
good, if somewhat economic, critique of Baran and 
Sweezy see Paul Mattick's "Monopoly Capital" in Anti- 
Bolshevik Communism). 


In addition, the world was becoming economically 
"tripolar," with a revitalised Europe and a Japan-based 
Asian region emerging as major economic forces. This 
placed the USA under increased pressure, as did the 
Vietnam War. However, the main reason for its 
breakdown was social struggle by working people. The 
only limit to the rate of growth required by 
Keynesianism to function is the degree to which final 
output consists of consumption goods for the presently 
employed population instead of investment. And 
investment is the most basic means by which work, i.e. 
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capitalist domination, is imposed. Capitalism and the 
state could no longer ensure that working class struggles 
could be contained within the system. 


This pressure on US capitalism had an impact in the 
world economy and was also accompanied by general 
social struggle across the world. This struggle was 
directed against hierarchy in general, with workers, 
students, women, ethnic groups, anti-war protesters and 
the unemployed all organising successful struggles 
against authority. This struggle attacked the hierarchical 
core of capitalism as well increasing the amount of 
income going to labour, resulting in a profit squeeze (see 
section C.7) creating an economic crisis. 


In other words, post-war Keynesianism failed simply 
because it could not, in the long term, stop the subjective 
and objective pressures which capitalism always faces. 


C.8.3 
How DID CAPITALISM ADJUST TO THE CRISIS IN 
KEYNESIANISM? 


Basically by using, and then managing, the 1970s crisis 
to discipline the working class in order to reap increased 
profits and secure and extend the ruling classes' power. It 
did this using a combination of crisis, free markets and 
adjusted Keynesianism as part of a ruling elite lead class 
war against labour. 


In the face of crisis in the 1970s, Keynesianist 
redirection of profits between capitals and classes had 
become a burden to capital as a whole and had increased 
the expectations and militancy of working people to 
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dangerous levels. The crisis, however, helped control 
working class power and was latter utilised as a means of 
saving capitalism. 


Initially the crisis was used to justify attacks on working 
class people in the name of the free market. And, indeed, 
capitalism was made more market based, although with a 
"safety net" and "welfare state" for the wealthy. We have 
seen a partial return to "what economists have called 
freedom of industry and commerce, but which really 
meant the relieving of industry from the harassing and 
repressive supervision of the State, and the giving to it 
full liberty to exploit the worker, whom was still to be 
deprived of his freedom." [Peter Kropotkin, The Great 
French Revolution, p. 28] The "crisis of democracy" 
was overcome and replaced with the "liberty to exploit 
human labour without any safeguard for the victims of 
such exploitation and the political power organised as to 
assure freedom of exploitation to the middle-class." [Op. 
Cit., p. 30] 


Then under the rhetoric of "free market" capitalism, 
Keynesianism was used to manage the crisis as it had 
previously managed the prosperity. "Supply Side" 
economics (combined with neo-classical dogma) was 
used to undercut working class power and consumption 
and so allow capital to reap more profits off working 
people. Unemployment was used to discipline a militant 
workforce and as a means of getting workers to struggle 
for work instead of against wage labour. With the fear 
of job loss hanging over their heads, workers put up with 
speedups, longer hours, worse conditions, less safety 
protection and lower wages and this increased the profits 
that could be extracted directly from workers as well as 
reducing business costs by allowing employers to reduce 
on-job safety and protection and so on. The labour 
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"market" was fragmented to a large degree into 
powerless, atomised units with unions fighting a losing 
battle in the face of state backed recession. In this way 
capitalism could successfully change the composition of 
demand from the working class to capital. 


This disciplining of the working class resulted in the 
income going to capital increasing by more than double 
the amount of that going to "labour." Between 1979 and 
1989, total labour income rose by 22.8%, total capital 
income rose by 65.3% and realised capital gains by 
205.5%. The real value of a standard welfare benefit 
package has also declined by some 26 percent since 
1972. [Edward S. Herman, "/mmiserating Growth: The 
First World", Z Magazine] And Stanford University 
economist Victor Fuch estimates that US children have 
lost 10-12 hours of parental time between 1960 and 
1986, leading to a deterioration of family relations and 
values. Unemployment and underemployment is still 
widespread, with most newly created jobs being part- 
time. 


We should point out that the growth in income going to 
labour includes all "labour" incomes and as such 
includes the "wages" of CEOs and high level managers. 
As we have already noted, these "wages" are part of the 
surplus value extracted from workers and so should not 
be counted as income to "labour." The facts of the 
Reagan fronted class war of the 1980s is that while top 
management income has skyrocketed, workers wages 
have remained usually stable or decreased absolutely. 
For example, the median hourly wage of US production 
workers has fallen by some 13% since 1973 (we are not 
implying that only production workers create surplus 
value or are "the working class"). In contrast, US 
management today receives 150 times what the average 
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worker earns. Unsurprisingly 70% of the recent gain in 
per capita income have gone to the top 1% of income 
earners (while the bottom lost absolutely). [Chomsky, 
Op. Cit., p. 141] Income inequality has increased, with 
the income of the bottom fifth of the US population 
falling by 18%, while that of the richest fifth rose by 8%. 


Indirect means of increasing capital's share in the social 
income were also used, such as reducing environment 
regulations, so externalising pollution costs onto current 
and future generations. In Britain, state owned 
monopolies were privatised at knock-down prices 
allowing private capital to increase its resources at a 
fraction of the real cost. Indeed, some nationalised 
industries were privatised as monopolies allowing 
monopoly profits to be extracted from consumers for 
many years before the state allowed competition in those 
markets. Indirect taxation also increased, being used to 
reduce working class consumption by getting us to foot 
the bill for Pentagon-style Keynesianism. 


Exploitation of under-developed nations increased with 
$418 billion being transferred to the developed world 
between 1982 and 1990 [Chomsky, Op. Cit., p. 130] 
Capital also became increasingly international in scope, 
as it used advances in technology to move capital to third 
world countries where state repression ensured a less 
militant working class. This transfer had the advantage 
of increasing unemployment in the developed world, so 
placing more pressures upon working class resistance. 


This policy of capital-led class war, a response to the 
successful working class struggles of the 1960s and 
1970s, obviously reaped the benefits it was intended to 
for capital. Income going to capital has increased and 
that going to labour has declined and the "labour market" 
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has been disciplined to a large degree (but not totally we 
must add). Working people have been turned, to a large 
degree, from participants into spectators, as required for 
any hierarchical system. The human impact of these 
policies cannot be calculated. Little wonder, then, the 
utility of neo-classical dogma to the elite - it could be 
used by rich, powerful people to justify the fact that they 
are pursuing social policies that create poverty and force 
children to die. 


As Chomsky argues, "one aspect of the 
internationalisation of the economy is the extension of 
the two-tiered Third World mode to the core countries. 
Market doctrine thus becomes an essential ideological 
weapon at home as well, its highly selective application 
safely obscured by the doctrinal system. Wealth and 
power are increasingly concentrated. Service for the 
general public - education, health, transportation, 
libraries, etc. - become as superfluous as those they 
serve, and can therefore be limited or dispensed with 
entirely." [Year 501, p. 109] 


The state managed recession has had its successes. 
Company profits are up as the "competitive cost" of 
workers is reduced due to fear of job losses. The Wall 
Street Journal's review of economic performance for 
the last quarter of 1995 is headlined "“Companies' Profits 
Surged 61% on Higher Prices, Cost Cuts." After-tax 
profits rose 62% from 1993, up from 34% for the third 
quarter. While working America faces market forces, 
Corporate America posted record profits in 1994. 
Business Week estimated 1994 profits to be up “an 
enormous 41% over [1993]," despite a bare 9% increase 
in sales, a "colossal success," resulting in large part from 
a "sharp" drop in the "share going to labour," though 
"economists say labour will benefit -- eventually." [cited 
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by Noam Chomsky, "Rollback III",Z Magazine, April 
1995] 


Moreover, for capital, Keynesianism is still goes on as 
before, combined (as usual) with praises to market 
miracles. For example, Michael Borrus, co-director of 
the Berkeley Roundtable on the International Economy 
(a corporate-funded trade and technology research 
institute), cites a 1988 Department of Commerce study 
that states that "five of the top six fastest growing U.S. 
industries from 1972 to 1988 were sponsored or 
sustained, directly or indirectly, by federal investment." 
He goes on to state that the "winners [in earlier years 
were] computers, biotechnology, jet engines, and 
airframes" all "the by-product of public spending." [cited 
by Chomsky, World Orders, Old and New, p. 109] 


As James Midgley points out, "the aggregate size of the 
public sector did not decrease during the 1980s and 
instead, budgetary policy resulted in a significant shift in 
existing allocations from social to military and law 
enforcement." ["The radical right, politics and society", 
The Radical Right and the Welfare State, Howard 
Glennerster and James Midgley (eds.), p. 11] 


Indeed, the US state funds one third of all civil R&D 
projects, and the UK state provides a similar subsidy. 
[Chomsky, Op. Cit., p. 107] And after the widespread 
collapse of Savings and Loans Associations in 
deregulated corruption and speculation, the 1980s pro- 
"free market" Republican administration happily bailed 
them out, showing that market forces were only for one 
class. 


The corporate owned media attacks social Keynesianism, 
while remaining silent or justifying pro-business state 


RE) 


intervention. Combined with extensive corporate funding 
of right-wing "think-tanks" which explain why (the 
wrong sort of) social programmes are  counter- 
productive, the corporate state system tried to fool the 
population into thinking that there is no alternative to the 
rule by the market while the elite enrich themselves at 
the publics expense. 


So, social Keynesianism has been replaced by Pentagon 
Keynesianism cloaked beneath the rhetoric of "free 
market" dogma. Combined with a strange mix of free 
markets (for the many) and state intervention (for the 
select few), the state has become stronger and more 
centralised and "prisons also offer a Keynesian stimulus 
to the economy, both to the construction business and 
white collar employment; the fastest growing profession 
is reported to be security personnel." [Chomsky, Year 
501, p. 110] 


While working class resistance continues, it is largely 
defensive, but, as in the past, this can and will change. 
Even the darkest night ends with the dawn and the lights 
of working class resistance can be seen across the globe. 
For example, the anti-Poll Tax struggle in Britain against 
the Thatcher Government was successful as have been 
many anti-cuts struggles across the USA and Western 
Europe, the Zapatista uprising in Mexico is inspiring and 
there has been continual strikes and protests across the 
world. Even in the face of state repression and managed 
economic recession, working class people are still 
fighting back. The job for anarchists to is encourage 
these sparks of liberty and help them win. 


556 


C9 

WOULD LAISSEZ-FAIRE CAPITALISM REDUCE 
UNEMPLOYMENT, AS SUPPORTERS OF "FREE 
MARKET" CAPITALISM CLAIM? 











Firstly, we have to state that "actually existing 
capitalism" in the West actually manages unemployment 
to ensure high profit rates for the capitalist class (see 
section C.8.3) - market discipline for the working class, 
state protection for the ruling class, in other words. As 
Edward Herman points out: 


"Conservative economists have even developed a 
concept of a ‘natural rate of unemployment’ [which 
Herman defines as "the rate of unemployment preferred 
by the propertied classes"] .. . [which] is defined as the 
minimum level consistent with price level stability, but, 
as it is based on a highly abstract model that is not 
directly testable, the natural rate can only be inferred 
from the price level itself. That is, if prices are going up, 
unemployment is below the ‘natural rate' and too low. . . 
Apart from the grossness of this kind of metaphysical 
legerdemain, the very concept of a natural rate of 
unemployment has a huge built-in bias. It takes as 
granted all the other institutional factors that influence 
the price level-unemployment _ trade-off (market 
structures and independent pricing power, business 
investment policies at home and abroad, the distribution 
of income, the fiscal and monetary mix, etc.) and focuses 
solely on the tightness of the labour market as the 
controllable variable. Inflation is the main threat, the 
labour market (i.e. wage rates and unemployment levels) 
is the locus of the solution to the problem." [Beyond 
Hypocrisy, p. 94] 
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In a sense, it is understandable that the ruling class 
within capitalism desires to manipulate unemployment in 
this way and deflect questions about their profit, property 
and power onto the labour market. Managing depression 
(as indicated by high unemployment levels) allows 
greater profits to be extracted from workers as 
management hierarchy is more secure. When times are 
hard, workers with jobs think twice before standing up to 
their bosses and so work harder, for longer and in worse 
conditions. This ensures that surplus value is increased 
relative to real wages (indeed, in the USA, real wages 
have stagnated since 1973 while profits have grown 
massively). In addition, such a policy ensures that 
political discussion about investment, profits, power and 
so on ("the other institutional factors") are reduced and 
diverted because working class people are too busy 
trying to make ends meet. 


Of course, it can be argued that as this "natural" rate is 
both invisible and can move, historical evidence is 
meaningless -- you can prove anything with an invisible, 
mobile value. But if this is the case then any attempts to 
maintain a "natural" rate is also meaningless as the only 
way to discover it is to watch inflation levels (and with 
an invisible, mobile value, the theory is always true after 
the fact -- if inflation rises as unemployment rises, then 
the natural rate has increased; if inflation falls as 
unemployment rises, it has fallen!). Which means that 
people are being made unemployed on the off-chance 
that the unemployment level will drop below the 
(invisible and mobile) "natural" rate and harm the 
interests of the ruling class (high inflation rates harms 
interest incomes and full employment squeezes profits 
by increasing workers' power). Given that most 
mainstream economists subscribe to this fallacy, it just 
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shows how the "science" accommodates itself to the 
needs of the powerful. 


So, supporters of "free market" capitalism do have a 
point, "actually existing capitalism" has created high 
levels of unemployment. The question now arises, will a 
"purer" capitalism create full employment? 


First, we should point out that some supporters of "free 
market" capitalism claim that the market has no tendency 
to equilibrium at all, which means full employment is 
impossible, but few explicitly state this obvious 
conclusion of their own theories. However, most claim 
that full employment can occur. Anarchists agree, full 
employment can occur in "free market" capitalism, but 
not for ever (nor for long periods). As the Polish 
economist Michal Kalecki pointed out in regards to pre- 
Keynesian capitalism, the "reserve of capital equipment 
and the reserve army of unemployed are typical features 
of capitalist economy at least throughout a considerable 
part of the [business] cycle." [quoted by George R. 
Feiwel, The Intellectual Capital of Michal Kalecki, p. 
130] 


Cycles of short periods of full employment and longer 
periods of rising and falling unemployment are actually a 
more likely outcome of "free market" capitalism than 
continued full employment. As we argued in sections 
B.4.4 and C.7.1 capitalism needs unemployment to 
function successfully and so "free market" capitalism 
will experience periods of boom and slump, with 
unemployment increasing and decreasing over time (as 
can be seen from 19th century capitalism). So, full 
employment under capitalism is unlikely to last long (nor 
would full employment booms fill a major part of the 
full business cycle). Moreover, the notion that capitalism 
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naturally stays at equilibrium or that unemployment is 
temporary adjustments is false, even given the logic of 
neo-classical economics. As Proudhon argued: 


"The economists admit it [that machinery causes 
unemployment]: but here they repeat their eternal 
refrain that, after a lapse of time, the demand for the 
product having increased in proportion to the reduction 
in price [caused by the investment], labour in turn will 
come finally to be in greater demand than ever. 
Undoubtedly, with time, the equilibrium will be restored; 
but I must add again, the equilibrium will be no sooner 
restored at this point than it will be disturbed at another, 
because the spirit of invention never stops. . ." [System 
of Economical Contradictions, pp. 200-1] 


That capitalism creates permanent unemployment and, 
indeed, needs it to function is a conclusion that few, if 
any, pro-"free market" capitalists subscribe to. Faced 
with the empirical evidence that full employment is rare 
in capitalism, they argue that reality is not close enough 
to their theories and must be changed (usually by 
weakening the power of labour by welfare "reform" and 
reducing "union power"). Thus reality is at fault, not the 
theory (to re-quote Proudhon, "Political economy -- that 
is, proprietary despotism -- can never be in the wrong: it 
must be the proletariat." [Op. Cit. p. 187]) So if 
unemployment exists, then its because real wages are too 
high, not because capitalists need unemployment to 
discipline labour (see section C.9.2 for evidence that the 
neo-classical theory is false). Or if real wages are falling 
as unemployment is rising, it can only mean that the real 
wage is not falling fast enough -- empirical evidence is 
never enough to falsify logical deductions from 
assumptions! 
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(As an aside, it is one of amazing aspects of the 
"science" of economics that empirical evidence is never 
enough to refute its claims. As the left-wing economist 
Nicholas Kaldor once pointed out, "/bJut unlike any 
scientific theory, where the basic assumptions are 
chosen on the basis of direct observation of the 
phenomena the behaviour of which forms the subject- 
matter of the theory, the basic assumptions of economic 
theory are either of a kind that are unverifiable. . . or of 
a kind which are directly contradicted by observation." 
[Further Essays on Applied Economics, pp. 177-8] Or, 
if we take the standard economics expression "in the 
long run," we may point out that unless a time is actually 
given it will always remain unclear as to how much 
evidence must be gathered before one can accept or 
reject the theory.) 


Of course, reality often has the last laugh on any 
ideology. For example, since the late 1970s and early 
1980s right-wing capitalist parties have taken power in 
many countries across the world. These regimes made 
many pro-free market reforms, arguing that a dose of 
market forces would lower unemployment, increase 
growth and so on. The reality proved somewhat 
different. For example, in the UK, by the time the 
Labour Party under Tony Blair come back to office in 
1997, unemployment (while falling) was still higher than 
it had been when the last Labour government left office 
in May, 1979. 18 years of labour market reform had not 
reduced unemployment. It is no understatement to argue, 
in the words of two critics of neo-liberalism, that the 
"performance of the world economy since capital was 
liberalised has been worse than when it was tightly 
controlled" and that "/t/hus far, [the] actual 
performance [of liberalised] capitalism] has not lived up 
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to the propaganda." [Larry Elliot and Dan Atkinson, 
The Age of Insecurity, p. 274, p. 223] 


Lastly, it is apparent merely from a glance at the history 
of capitalism during its laissez-faire heyday in the 19th 
century that "free" competition among workers for jobs 
does not lead to full employment. Between 1870 and 
1913, unemployment was at an average of 5.7% in the 
16 more advanced capitalist countries. This compares to 
an average of 7.3% in 1913-50 and 3.1% in 1950-70. If 
laissez-faire did lead to full employment, these figures 
would be reversed. As discussed above (in section 
C.7.1), |] full employment cannot be a fixed feature of 
capitalism due to its authoritarian nature and the 
requirements of production for profit. To summarise, 
unemployment has more to do with private property than 
the wages of our fellow workers. 


However, it is worthwhile to discuss why the "free 
market" capitalist is wrong to claim that unemployment 
within their system will not exist for long periods of 
time. In addition, to do so will also indicate the poverty 
of their theory of, and "solution" to, unemployment and 
the human misery they would cause. We do this in the 
next section. 


C.9.1 
WOULD CUTTING WAGES REDUCE UNEMPLOYMENT? 


The "free market" capitalist (or neo-classical or neo- 
liberal or "Austrian") argument is that unemployment is 
caused by workers real wage being higher than the 
market clearing level. Workers, it is claimed, are more 
interested in money wages than real wages (which is the 
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amount of goods they can by with their money wages). 
This leads them to resist wage cuts even when prices are 
falling, leading to a rise in their real wages. In other 
words, they are pricing themselves out of work without 
realising it (the validity of the claim that unemployment 
is caused by high wages is discussed in the next section). 


From this analysis comes the argument that if workers 
were allowed to compete 'freely' among themselves for 
jobs, real wages would decrease. This would reduce 
production costs and this drop would produce an 
expansion in production which provides jobs for the 
unemployed. Hence unemployment would fall. State 
intervention (e.g. unemployment benefit, social welfare 
programmes, legal rights to organise, minimum wage 
laws, etc.) and labour union activity according to this 
theory is the cause of unemployment, as such 
intervention and activity forces wages above their market 
level, thus increasing production costs and "forcing" 
employers to "let people go." 


Therefore, according to neo-classical economic theory, 
firms adjust production to bring the marginal cost of 
their products (the cost of producing one more item) into 
equality with the product's market-determined price. So a 
drop in costs theoretically leads to an expansion in 
production, producing jobs for the "temporarily" 
unemployed and moving the economy toward a full- 
employment equilibrium. 


So, in neo-classical theory, unemployment can be 
reduced by reducing the real wages of workers currently 
employed. However, this argument is flawed. While 
cutting wages may make sense for one firm, it would not 
have this effect throughout the economy as a whole (as is 
required to reduce unemployment in a country as a 
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whole). This is because, in all versions of neo-classical 
theory, it is assumed that prices depend (at least in part) 
on wages. If all workers accepted a cut in wages, all 
prices would fall and there would be little reduction in 
the buying power of wages. In other words, the fall in 
money wages would reduce prices and leave real wages 
nearly unchanged and unemployment would continue. 


Moreover, if prices remained unchanged or only fell by a 
small amount (i.e. if wealth was redistributed from 
workers to their employers), then the effect of this cut in 
real wages would not increase employment, it would 
reduce it. For people's consumption depends on their 
income, and if their incomes have fallen, in real terms, so 
will their consumption. As Proudhon pointed out in 
1846, “if the producer earns less, he will buy less. . . 
[which will] engender. . . over-production and 
destitution" because "though the workmen cost you [the 
capitalist] something, they are your customers: what will 
you do with your products, when driven away by you, 
they shall consume no longer? Thus, machinery, after 
crushing, is not show in dealing employers a counter- 
blow; for if production excludes consumption, it is soon 
obliged to stop itself." [System of Economical 
Contradictions, p. 204, p. 190] 


However, it can be argued, not everyone's real income 
would fall: incomes from profits would increase. But 
redistributing income from workers to capitalists, a 
group who tend to spend a smaller portion of their 
income on consumption than do workers, could reduce 
effective demand and increase unemployment. As David 
Schweickart points out, when wages decline, so does 
workers' purchasing power; and if this is not offset by an 
increase in spending elsewhere, total demand will 
decline [Against Capitalism, pp. 106-107]. In other 
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words, contrary to neo-classical economics, market 
equilibrium might be established at any level of 
unemployment. 


But in "free market" capitalist theory, such a possibility 
of market equilibrium with unemployment is impossible. 
Neo-liberals reject the claim that cutting real wages 
would merely decrease the demand for consumer goods 
without automatically increasing investment sufficiently 
to compensate for this. Neo-classicists argue that 
investment will increase to make up for the decline in 
working class consumption. 


However, in order make this claim, the theory depends 
on three critical assumptions, namely that firms can 
expand production, that they will expand production, and 
that, if they do, they can sell their expanded production. 
However, this theory and its assumptions can be 
questioned. 


The first assumption states that it is always possible for a 
company to take on new workers. But increasing 
production requires more than just labour. If production 
goods and facilities are not available, employment will 
not be increased. Therefore the assumption that labour 
can always be added to the existing stock to increase 
output is plainly unrealistic. 


Next, will firms expand production when labour costs 
decline? Hardly. Increasing production will increase 
supply and eat into the excess profits resulting from the 
fall in wages. If unemployment did result in a lowering 
of the general market wage, companies might use the 
opportunity to replace their current workers or force 
them to take a pay cut. If this happened, neither 
production nor employment would increase. However, it 
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could be argued that the excess profits would increase 
capital investment in the economy (a key assumption of 
neo-liberalism). The reply is obvious: perhaps, perhaps 
not. A slumping economy might well induce financial 
caution and so capitalists could stall investment until 
they are convinced of the sustained higher profitability 
while last. 


This feeds directly into the last assumption, namely that 
the produced goods will be sold. But when wages 
decline, so does worker purchasing power, and if this is 
not offset by an increase in spending elsewhere, then 
total demand will decline. Hence the fall in wages may 
result in the same or even more unemployment as 
aggregate demand drops and companies cannot find a 
market for their goods. However, business does not 
(cannot) instantaneously make use of the enlarged funds 
resulting from the shift of wages to profit for investment 
(either because of financial caution or lack of existing 
facilities). This will lead to a reduction in aggregate 
demand as profits are accumulated but unused, so 
leading to stocks of unsold goods and renewed price 
reductions. This means that the cut in real wages will be 
cancelled out by price cuts to sell unsold stock and 
unemployment remains. 


So, the traditional neo-classical reply that investment 
spending will increase because lower costs will mean 
greater profits, leading to greater savings, and ultimately, 
to greater investment is weak. Lower costs will mean 
greater profits only if the products are sold, which they 
might not be if demand is adversely affected. In other 
words, a higher profit margins do not result in higher 
profits due to fall in consumption caused by the 
reduction of workers purchasing power. And, as Michal 
Kalecki argued, wage cuts in combating a slump may be 
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ineffective because gains in profits are not applied 
immediately to increase investment and the reduced 
purchasing power caused by the wage cuts causes a fall 
in sales, meaning that higher profit margins do not result 
in higher profits. Moreover, as Keynes pointed out long 
ago, the forces and motivations governing saving are 
quite distinct from those governing investment. Hence 
there is no necessity for the two quantities always to 
coincide. So firms that have reduced wages may not be 
able to sell as much as before, let alone more. In that 
case they will cut production, adding to unemployment 
and further lowering demand. This can set off a vicious 
downward spiral of falling demand and plummeting 
production leading to depression (the political results of 
such a process would be dangerous to the continued 
survival of capitalism). This downward spiral is 
described by Kropotkin (nearly 40 years before Keynes 
made the same point in his General Theory of 
Employment, Interest and Money): 


"Profits being the basis of capitalist industry, low profits 
explain all ulterior consequences. 


"Low profits induce the employers to reduce the wages, 
or the number of workers, or the number of days of 
employment during the week. .. [L]ow profits ultimately 
mean a reduction of wages, and low wages mean a 
reduced consumption by the worker. Low profits mean 
also a somewhat reduced consumption by the employer; 
and both together mean lower profits and reduced 
consumption with that immense class of middlemen 
which has grown up in manufacturing countries, and 
that, again, means a further reduction of profits for the 
employers." [Fields, Factories and Workshops 
Tomorrow, p. 33] 
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Thus, a cut in wages will deepen any slump, making it 
deeper and longer than it otherwise would be. Rather 
than being the solution to unemployment, cutting wages 
will make it worse (we will address the question of 
whether wages being too high actually causes 
unemployment in the first place, as maintained by neo- 
classical economics, below). Given that, as we argued in 
section C.7.1, inflation is caused by insufficient profits 
for capitalists (they try to maintain their profit margins 
by price increases) this spiralling effect of cutting wages 
helps to explain what economists term "stagflation" -- 
rising unemployment combined with rising inflation (as 
seen in the 1970s). As workers are made unemployed, 
aggregate demand falls, cutting profit margins even more 
and in response capitalists raise prices in an attempt to 
recoup their losses. Only a very deep recession can break 
this cycle (along with labour militancy and more than a 
few workers and their families). Working people paying 
for capitalism's contradictions, in other words. 


All this means that working class people have two 
options in a slump -- accept a deeper depression in order 
to start the boom-bust cycle again or get rid of capitalism 
and with it the contradictory nature of capitalist 
production which produces the business cycle in the first 
place (not to mention other blights such as hierarchy and 
inequality). 


The "Pigou" (or "real balance") effect is another neo- 
classical argument that aims to prove that (in the end) 
capitalism will pass from slump to boom. This theory 
argues that when unemployment is sufficiently high, it 
will lead to the price level falling which would lead to a 
rise in the real value of the money supply and so increase 
the real value of savings. People with such assets will 
have become richer and this increase in wealth will 
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enable people to buy more goods and so investment will 
begin again. In this way, slump passes to boom naturally. 


However, this argument is flawed in many ways. In 
reply, Michal Kalecki argued that, firstly, Pigou had 
"assumed that the banking system would maintain the 
stock of money constant in the face of declining incomes, 
although there was no particular reason why they 
should." If the money stock changes, the value of money 
will also change. Secondly, that "the gain in money 
holders when prices fall is exactly offset by the loss to 
money providers. Thus, whilst the real value of a deposit 
in bank account rises for the depositor when prices fell, 
the liability represented by that deposit for the bank also 
rises in size." And, thirdly, "that falling prices and 
wages would mean that the real value of outstanding 
debts would be increased, which borrowers would find it 
increasingly difficult to repay as their real income fails 
to keep pace with the rising real value of debt. Indeed, 
when the falling prices and wages are generated by low 
levels of demand, the aggregate real income will be low. 
Bankruptcies follow, debts cannot be repaid, and a 
confidence crisis was likely to follow." In other words, 
debtors may cut back on spending more than creditors 
would increase it and so the depression would continue 
as demand did not rise. [Malcolm C. Sawyer, The 
Economics of Michal Kalecki, p. 90] 


So, as Schweickart, Kalecki and others correctly 
observe, such considerations undercut the neo-classical 
contention that labour unions and state intervention are 
responsible for unemployment (or that depressions will 
easily or naturally end by the workings of the market). 
To the contrary, insofar as labour unions and various 
welfare provisions prevent demand from falling as low 
as it might otherwise go during a slump, they apply a 
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brake to the downward spiral. Far from being responsible 
for unemployment, they actually mitigate it. This should 
be obvious, as wages (and benefits) may be costs for 
some firms but they are revenue for even more. 


C92 
IS UNEMPLOYMENT CAUSED BY WAGES BEING TOO HIGH? 


As we noted in the last section, most capitalist economic 
theories argue that unemployment is caused by wages 
being too high. Any economics student will tell you that 
high wages will reduce the quantity of labour demanded, 
in other words unemployment is caused by wages being 
too high -- a simple case of "supply and demand." From 
this theory we would expect that areas with high wages 
will also be areas with high levels of unemployment. 
Unfortunately for the theory, this does not seem to be the 
case. 


Empirical evidence does not support the argument the 
neo-classical argument that unemployment is caused by 
real wages being too high. The phenomenon that real 
wages increase during the upward swing of the business 
cycle (as unemployment falls) and fall during recessions 
(when unemployment increases) renders the neo- 
classical interpretation that real wages govern 
employment difficult to maintain (real wages are "pro- 
cyclical," to use economic terminology). But this is not 
the only evidence against the neo-classical theory of 
unemployment. Will Hutton, the UK based neo- 
Keynesian economist, summaries research that suggests 
high wages do not cause unemployment (as claimed by 
neo-classical economists): 
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"the British economists David Blanchflower and Andrew 
Oswald [examined] . . . the data in twelve countries 
about the actual relation between wages and 
unemployment - and what they have discovered is 
another major challenge to the free market account of 
the labour market. . . [They found] precisely the opposite 
relationship [than that predicted in neo-classical 
theory]. The higher the wages, the lower the local 
unemployment - and the lower the wages, the higher the 
local unemployment. As they say, this is not a conclusion 
that can be squared with free market text-book theories 
of how a competitive labour market should work." |The 
State We're In, p. 102] 


Blanchflower and Oswald state their conclusions from 
their research that employees "who work in areas of high 
unemployment earn less, other things constant, than 
those who are surrounded by low unemployment." [The 
Wage Curve, p. 360] This relationship, the exact 
opposite of that predicted by neo-classical economics, 
was found in many different countries and time periods, 
with the curve being similar for different countries. 
Thus, the evidence suggests that high unemployment is 
associated with low earnings, not high, and vice versa. 


Looking at less extensive evidence we find that, taking 
the example of the USA, if minimum wages and unions 
cause unemployment, why did the South-eastern states 
(with a lower minimum wage and weaker unions) have a 
higher unemployment rate than North-western states 
during the 1960's and 1970's? Or why, when the 
(relative) minimum wage declined under Reagan and 
Bush, did chronic unemployment accompany it? [Allan 
Engler, The Apostles of Greed, p. 107] 
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Or the Low Pay Network report "Priced Into Poverty" 
which discovered that in the 18 months before they were 
abolished, the British Wages Councils (which set 
minimum wages for various industries) saw a rise of 
18,200 in full-time equivalent jobs compared to a net 
loss of 39,300 full-time equivalent jobs in the 18 months 
afterwards. Given that nearly half the vacancies in 
former Wages Council sectors paid less than the rate 
which it is estimated Wages Councils would now pay, 
and nearly 15% paid less than the rate at abolition, there 
should (by the neo-classical argument) have been rises in 
employment in these sectors as pay falls. The opposite 
happened. This research shows clearly that the falls in 
pay associated with Wages Council abolition have not 
created more employment. Indeed, employment growth 
was more buoyant prior to abolition than subsequently. 
So whilst Wages Council abolition has not resulted in 
more employment, the erosion of pay rates caused by 
abolition has resulted in more families having to endure 


poverty pay. 


(This does not mean that anarchists support the 
imposition of a legal minimum wage. Most anarchists do 
not because it takes the responsibility for wages from 
unions and other working class organisations, where it 
belongs, and places it in the hands of the state. We 
mention these examples in order to highlight that the 
neo-classical argument has flaws with it.) 


While this evidence may come as a shock to neo- 
classical economics, it fits well with anarchist and other 
socialist analysis. For anarchists, unemployment is a 
means of disciplining labour and maintaining a suitable 
rate of profit (i.e. unemployment is a key means of 
ensuring that workers are exploited). As full employment 
is approached, labour's power increases, so reducing the 
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rate of exploitation and so increasing labour's share of 
the value it produces (and so higher wages). Thus, from 
an anarchist point of view, the fact that wages are higher 
in areas of low unemployment is not a surprise, nor is the 
phenomenon of pro-cyclical real wages. After all, as we 
noted in section C.3, the ratio between wages and profits 
are, to a large degree, a product of bargaining power and 
so we would expect real wages to grow in the upswing of 
the business cycle, fall in the slump and be high in areas 
of low unemployment. And, far more importantly, this 
evidence suggests that the neo-classical claim that 
unemployment is caused by unions, "too high" wage 
rates, and so on, is false. Indeed, by stopping capitalists 
appropriating more of the income created by workers, 
high wages maintain aggregate demand and contribute to 
higher employment (although, of course, high 
employment cannot be maintained indefinitely under 
wage slavery due to the rise in workers' power this 
implies). Rather, unemployment is a key aspect of the 
capitalist system and cannot be got rid off within it and 
the neo-classical "blame the workers" approach fails to 
understand the nature and dynamic of the system. 


So, perhaps, high real wages for workers increases 
aggregate demand and reduces unemployment from the 
level it would be if the wage rate was cut. Indeed, this 
seems to supported by research into the "wage curve" of 
numerous countries. This means that a "free market" 
capitalism, marked by a fully competitive labour market, 
no welfare programmes, unemployment benefits, higher 
inequality and extensive business power to break unions 
and strikes would see aggregate demand constantly rise 
and fall, in line with the business cycle, and 
unemployment would follow suit. Moreover, 
unemployment would be higher over most of the 
business cycle (and particularly at the bottom of the 
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slump) than under a capitalism with social programmes, 
militant unions and legal rights to organise because the 
real wage would not be able to stay at levels that could 
support aggregate demand nor could the unemployed use 
their benefits to stimulate the production of consumer 
goods. 


In other words, a fully competitive labour market would 
increase the instability of the market, as welfare 
programmes and union activity maintain aggregate 
income for working people, who spend most of their 
income, so stabilising aggregate demand -- an analysis 
which was confirmed in during the 1980s ("the 
relationship between measured inequality and economic 
stability. . . was weak but if anything it suggests that the 
more egalitarian countries showed a more stable pattern 
of growth after 1979" [Dan Corry and Andrew Glyn, 
"The Macroeconomics of equality, stability and growth", 
in Paying for Inequality, Andrew Glyn and David 
Miliband (Eds.) pp. 212-213]). 


C.9.3 
ARE "FLEXIBLE" LABOUR MARKETS THE ANSWER TO 
UNEMPLOYMENT? 


The usual neo-liberal argument is that labour markets 
must become more "flexible" to solve the problem of 
unemployment. This is done by weakening unions, 
reducing (or abolishing) the welfare state, and so on. 
However, we should note that the current arguments for 
greater "flexibility" within the labour market as the 
means of reducing unemployment seem somewhat 
phoney. The argument is that by increasing flexibility, 
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making the labour market more "perfect", the so-called 
"natural" rate of unemployment will drop (this is the rate 
at which inflation is said to start accelerating upwards) 
and so unemployment can fall without triggering an 
accelerating inflation rate. Of course, that the real source 
of inflation is capitalists trying to maintain their profit 
levels is not mentioned (after all, profits, unlike wages, 
are to be maximised for the greater good). Nor is it 
mentioned that the history of labour market flexibility is 
somewhat at odds with the theory: 


"it appears to be only relatively recently that the 
maintained greater flexibility of US labour markets has 
apparently led to a superior performance in terms of 
lower unemployment, despite the fact this flexibility is no 
new phenomenon. Comparing, for example, the United 
States with the United Kingdom, in the 1960s the United 
States averaged 4.8 per cent, with the United Kingdom at 
1.9 per cent; in the 1970s the United States rate rose to 
6.1 per cent, with the United Kingdom rising to 4.3 per 
cent, and it was only in the 1980s that the ranking was 
reversed with the United States at 7.2 per cent and the 
United Kingdom at 10 per cent. . . Notice that this 
reversal of rankings in the 1980s took place despite all 
the best efforts of Mrs Thatcher to create labour market 
flexibility. . . [I]f labour market flexibility is important in 
explaining the level of unemployment. . . why does the 
level of unemployment remain so persistently high in a 
country, Britain, where active measures have been taken 
to create flexibility?" [Keith Cowling and Roger Sugden, 
Beyond Capitalism, p. 9] 


If we look at the fraction of the labour force without a 
job in America, we find that in 1969 it was 3.4% (7.3% 
including the underemployed) and rose to 6.1% in 1987 
(16.8% including the underemployed). Using more 
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recent data, we find that, on average, the unemployment 
rate was 6.2% in 1990-97 compared to 5.0% in the 
period 1950-65. In other words, labour market 
"flexibility" has not reduced unemployment levels, in 
fact "flexible" labour markets have been associated with 
higher levels of unemployment. 


Of course we are comparing different time periods. A lot 
has changed between the 1960s and the 1990s and so 
comparing these periods cannot be the whole answer. 
After all, the rise in flexibility and the increase in 
unemployment may be unrelated. However, if we look at 
different countries over the same time period we can see 
if "flexibility" actually reduces unemployment. As one 
British economist notes, this may not be the case: 


"Open unemployment is, of course, lower in the US. But 
once we allow for all forms of non-employment [such as 
underemployment, jobless workers who are not officially 
registered as such and so on], there is little difference 
between Europe and the US: between 1988 and 1994, 11 
per cent of men aged 25-55 were not in work in France, 
compared with 13 per cent in the UK, 14 per cent in the 
US and I5 per cent in Germany." [Richard Layard 
quoted by John Gray in False Dawn, p. 113] 


In addition, all estimates of America's unemployment 
record must take into account America's incarceration 
rates. Over a million people more would be seeking 
work if the US penal policies resembled those of any 
other Western nation. [John Gray, Op. Cit., p. 113] 


Taking the period 1983 to 1995, we find that around 30 
per cent of the population of OECD Europe lives in 
countries with average unemployment rates lower than 
the USA and around 70 per cent in countries with lower 
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unemployment than Canada (whose relative wages are 
only slightly less flexible than the USA). Furthermore, 
the European countries with the lowest unemployment 
rates were not noted for their wage flexibility (Austria 
3.7%, Norway 4.1%, Portugal 6.4%, Sweden 3.9% and 
Switzerland 1.7%). Britain, which probably had the most 
flexible labour market had an average unemployment 
rate higher than half of Europe. And the unemployment 
rate of Germany are heavily influenced by areas which 
were formally in East Germany. Looking at the former 
West German regions only, unemployment between 
1983 and 1995 was 6.3%, compared to 6.6% in the USA 
(and 9.8% in the UK). 


So, perhaps, "flexibility" is not the solution to 
unemployment some claim it is (after all, the lack of a 
welfare state in the 19th century did not stop 
unemployment nor long depressions occurring). Indeed, 
a case could be made that the higher open unemployment 
in Europe has a lot less to do with "rigid" structures and 
"pampered" citizens than it does with the fiscal and 
monetary austerity required by European unification as 
expressed in the Maastricht Treaty. As this Treaty has 
the support of most of Europe's ruling class such an 
explanation is off the political agenda. 


Moreover, if we look at the rationale behind "flexibility" 
we find a strange fact. While the labour market is to be 
made more "flexible" and in line with ideal of "perfect 
competition", on the capitalist side no attempt is being 
made to bring it into line with that model. Let us not 
forget that perfect competition (the theoretical condition 
in which all resources, including labour, will be 
efficiently utilised) states that there must be a large 
number of buyers and sellers. This is the case on the 
sellers side of the "flexible" labour market, but this is not 
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the case on the buyers (where, as indicated in section 
C.4, oligopoly reigns). Most who favour labour market 
"flexibility" are also those most against breaking up of 
big business and oligopolistic markets or the stopping of 
mergers between dominant companies in and across 
markets. The model requires both sides to be "flexible," 
so why expect making one side more "flexible" will have 
a positive effect on the whole? There is no logical reason 
for this to be the case. Indeed, with the resulting shift in 
power on the labour market things may get worse as 
income is distributed from labour to capital. It is a bit 
like expecting peace to occur between two warring 
factions by disarming one side and arguing that because 
the number of guns have been halved peacefulness has 
doubled! Of course, the only "peace" that would result 
would be the peace of the graveyard or a conquered 
people -- subservience can pass for peace, if you do not 
look too close. In the end, calls for the "flexibility" of 
labour indicate the truism that, under capitalism, labour 
exists to meet the requirements of capital (or living 
labour exists to meet the needs of dead labour, a truly 
insane way to organise a society). 


All this is unsurprising for anarchists as we recognise 
that "flexibility" just means weakening the bargaining 
power of labour in order to increase the power and 
profits of the rich (hence the expression 
"flexploitation''!). Increased "flexibility" has been 
associated with higher, not lower unemployment. This, 
again, is unsurprising, as a "flexible" labour market 
basically means one in which workers are glad to have 
any job and face increased insecurity at work (actually, 
"insecurity" would be a more honest word to use to 
describe the ideal of a competitive labour market rather 
than "flexibility" but such honesty would let the cat out 
of the bag). In such an environment, workers' power is 
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reduced, meaning that capital gets a larger share of the 
national income than labour and workers are less 
inclined to stand up for their rights. This contributes to a 
fall in aggregate demand, so increasing unemployment. 
In addition, we should note that "flexibility" will have 
little effect on unemployment (although not on profits) 
as a reduction of labour's bargaining power many result 
in more rather than less unemployment. This is because 
firms can fire "excess" workers at will, increase the 
hours of those who remain (the paradox of overwork and 
unemployment is just an expression of how capitalism 
works) and stagnating or falling wages reduces aggregate 
demand. Thus the paradox of increased "flexibility" 
resulting in higher unemployment is only a paradox in 
the neo-classical framework. From an _ anarchist 
perspective, it is just the way the system works. 


And we must add that whenever governments have 
attempted to make the labour market "fully competitive" 
it has either been the product of dictatorship (e.g. Chile 
under Pinochet) or occurred at the same time increased 
centralisation of state power and increased powers for 
the police and employers (e.g. Britain under Thatcher, 
Reagan in the USA). Latin American Presidents trying to 
introduce neo-liberalism into their countries have had to 
follow suit and "ride roughshod over democratic 
institutions, using the tradition Latin American technique 
of governing by decree in order to bypass congressional 
opposition. . . Civil rights have also taken a battering. In 
Bolivia, the government attempted to defuse union 
opposition . . . by declaring a state of siege and 
imprisoning 143 strike leaders. . . In Colombia, the 
government used anti-terrorist legislation in 1993 to try 
15 trade union leaders opposing the privatisation of the 
state telecommunications company. In the most extreme 
example, Peru's Alberto Fujimori dealt with a 
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troublesome Congress by simply dissolving it... and 
seizing emergency powers." [Duncan Green, The Silent 
Revolution, p. 157] 


This is unsurprising. People, when left alone, will create 
communities, organise together to collectively pursue 
their own happiness, protect their communities and 
environment. In other words, they will form associations 
and unions to influence the decisions that affect them. In 
order to create a "fully competitive" labour market, 
individuals must be atomised and unions, communities 
and associations weakened, if not destroyed, in order to 
fully privatise life. State power must be used to 
disempower the mass of the population, restrict their 
liberty, control popular organisations and social protest 
and so ensure that the free market can function without 
opposition to the human suffering, misery and pain it 
would cause. People, to use Rousseau's evil term, "must 
be forced to be free." And, unfortunately for neo- 
liberalism, the countries that tried to reform their labour 
market still suffered from high unemployment, plus 
increased social inequality and poverty and where still 
subject to the booms and slumps of the business cycle. 


Ultimately, the only real solution to unemployment is to 
end wage labour and liberate humanity from the needs of 
capital. 


C.9.4 
IS UNEMPLOYMENT VOLUNTARY? 


Here we point out another aspect of the neo-classical 
"blame the workers" argument, of which the diatribes 
against unions and workers' rights highlighted above is 
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only a part. This is the argument that unemployment is 
not involuntary but is freely chosen by workers. As the 
left-wing economist Nicholas Kaldor put it, for "free 
market" economists involuntary employment "cannot 
exist because it is excluded by the assumptions." 
[Further Essays on Applied Economics, p. x] The neo- 
classical economists claim that unemployed workers 
calculate that their time is better spent searching for 
more highly paid employment (or living on welfare than 
working) and so desire to be jobless. That this argument 
is taken seriously says a lot about the state of modern 
capitalist economic theory, but as it is popular in many 
right-wing circles, we should discuss it. 


Firstly, when unemployment rises it is because of 
layoffs, not voluntary quittings, are increasing. When a 
company fires a number of its workers, it can hardly be 
said that the sacked workers have calculated that their 
time is better spent looking for a new job. They have no 
option. Secondly, unemployed workers normally accept 
their first job offer. Neither of these facts fits well with 
the hypothesis that most unemployment is "voluntary." 


Of course, there are numerous jobs advertised in the 
media. Does this not prove that capitalism always 
provides jobs for those who want them? Hardly, as the 
number of jobs advertised must have some 
correspondence to the number of unemployed. If 100 
jobs are advertised in an areas reporting 1,000 
unemployed, it can scarcely be claimed that capitalism 
tends to full employment. 


In addition, it is worthwhile to note that the right-wing 
assumption that higher unemployment benefits and a 
healthy welfare state promote unemployment is not 
supported by the evidence. As a moderate member of the 
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British Conservative Party notes, the “OECD studied 
seventeen industrial countries and found no connect 
between a country's unemployment rate and the level of 
its social-security payments." [Dancing with Dogma, p. 
118] Moreover, the economists David Blanchflower and 
Andrew Oswald "Wage Curve" for many different 
countries is approximately the same for each of the 
fifteen countries they looked at. This also suggests that 
labour market unemployment is independent of social- 
security conditions as their "wage curve" can be 
considered as a measure of wage flexibility. Both of 
these facts suggest that unemployment is involuntary in 
nature and cutting social-security will not affect 
unemployment. 


Another factor in considering the nature of 
unemployment is the effect of nearly 20 years of 
"reform" of the welfare state conducted in both the USA 
and UK. During the 1960s the welfare state was far more 
generous than it was in the 1990s and unemployment 
was lower. If unemployment was "voluntary" and due to 
social-security being high, we would expect a decrease 
in unemployment as welfare was cut (this was, after all, 
the rationale for cutting it in the first place). In fact, the 
reverse occurred, with unemployment rising as the 
welfare state was cut. Lower social-security payments 
did not lead to lower unemployment, quite the reverse in 
fact. 


Faced with these facts, some may conclude that as 
unemployment is independent of social security 
payments then the welfare state can be cut. However, 
this is not the case as the size of the welfare state does 
affect the poverty rates and how long people remain in 
poverty. In the USA, the poverty rate was 11.7% in 1979 
and rose to 13% in 1988, and continued to rise to 15.1% 
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in 1993. The net effect of cutting the welfare state was to 
help increase poverty. Similarly, in the UK during the 
same period, to quote the ex-Thatcherite John Gray, 
there "was the growth of an underclass. The percentage 
of British (non-pensioner) households that are wholly 
workless - that is, none of whose members is active in the 
productive economy - increased from 6.5 per cent in 
1975 to 16.4 per cent in 1985 and 19.1 per cent in 1994. 
. . Between 1992 and 1997 there was a 15 per cent 
increase in unemployed lone parents. . . This dramatic 
growth of an underclass occurred as a_ direct 
consequence of neo-liberal welfare reforms, particularly 
as they affected housing." [False Dawn, p. 30] This is 
the opposite of the predictions of right-wing theories and 
rhetoric. As John Gray correctly argues, the "message of 
the American [and other] New Right has always been 
that poverty and the under class are products of the 
disincentive effects of welfare, not the free market." He 
goes on to note that it "has never squared with the 
experience of the countries of continental Europe where 
levels of welfare provision are far more comprehensive 
than those of the United States have long co-existed with 
the absence of anything resembling an American-style 
underclass. It does not touch at virtually any point the 
experience of other Anglo-Saxon countries." [Op.Cit., p. 
42] He goes on to notes that: 


"In New Zealand, the theories of the American New 
Right achieved a rare and curious feat - self-refutation 
by their practical application. Contrary to the New 
Right's claims, the abolition of nearly all universal social 
services and the stratification of income groups for the 
purpose of targeting welfare benefits selectively created 
a neo-liberal poverty trap." |Ibid.] 
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So while the level of unemployment benefits and the 
welfare state may have little impact on the level of 
unemployment (which is to be expected if the nature of 
unemployment is essentially involuntary), it does have 
an effect on the nature, length and persistency of 
poverty. Cutting the welfare state increases poverty and 
the time spent in poverty (and by cutting redistribution, it 
would also increase inequality). 


If we look at the relative size of a nation's social security 
transfers as a percentage of Gross Domestic Product and 
its relative poverty rate we find a correlation. Those 
nations with a high level of spending have lower rates of 
poverty. In addition, there is a correlation between the 
spending level and the number of persistent poor. Those 
nations with high spending levels have more of their 
citizens escape poverty. For example, Sweden has a 
single-year poverty rate of 3% and a poverty escape rate 
of 45% and Germany has figures of 8% and 24% (and a 
persistent poverty rate of 2%). In contrast, the USA has 
figures of 20% and 15% (and a persistent poverty rate of 
42%) [Greg J. Duncan of the University of Michigan 
Institute for Social Research, 1994]. 


Given that a strong welfare state acts as a kind of floor 
under the wage and working conditions of labour, it is 
easy to see why capitalists and the supporters of "free 
market" capitalism seek to undermine it. By undermining 
the welfare state, by making labour "flexible," profits 
and power can be protected from working people 
standing up for their rights and interests. Little wonder 
the claimed benefits of "flexibility" have proved to be so 
elusive for the vast majority while inequality has 
exploded. The welfare state, in other words, reduces the 
attempts of the capitalist system to commodify labour 
and increases the options available to working class 
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people. While it did not reduce the need to get a job, the 
welfare state did undermine dependence on any 
particular employee and so increased workers’ 
independence and power. It is no coincidence that the 
attacks on unions and the welfare state was and is framed 
in the rhetoric of protecting the "right of management to 
manage" and of driving people back into wage slavery. 
In other words, an attempt to increase the 
commodification of labour by making work so insecure 
that workers will not stand up for their rights. 


The human costs of unemployment are well documented. 
There is a_ stable correlation between rates of 
unemployment and the rates of mental-hospital 
admissions. There is a connection between 
unemployment and juvenile and young-adult crime. The 
effects on an individual's self-respect and the wider 
implications for their community and society are 
massive. As David Schweickart concludes: 


"The costs of unemployment, whether measured in terms 
of the cold cash of lost production and lost taxes or in 
the hotter unions of alienation, violence, and despair, 
are likely to be large under Laissez Faire." [Against 
Capitalism, p. 109] 


Of course, it could be argued that the unemployed should 
look for work and leave their families, home towns, and 
communities in order to find it. However, this argument 
merely states that people should change their whole lives 
as required by "market forces" (and the wishes -- 
"animal spirits," to use Keynes' term -- of those who 
own capital). In other words, it just acknowledges that 
capitalism results in people losing their ability to plan 
ahead and organise their lives (and that, in addition, it 
can deprive them of their sense of identity, dignity and 
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self-respect as well), portraying this as somehow a 
requirement of life (or even, in some cases, noble). 


It seems that capitalism is logically committed to 
viciously contravening the very values upon which it 
claims it be built, namely the respect for the innate worth 
and separateness of individuals. This is hardly surprising, 
as capitalism is based on reducing individuals to the 
level of another commodity (called "labour"). To requote 
Karl Polanyi: 


"In human terms such a postulate [of a labour market] 
implied for the worker extreme instability of earnings, 
utter absence of professional standards, abject readiness 
to be shoved and pushed about indiscriminately, 
complete dependence on the whims of the market. 
[Ludwig Von] Mises justly argued that if workers ‘did 
not act as trade unionists, but reduced their demands 
and changed their locations and occupations according 
to the labour market, they would eventually find work.' 
This sums up the position under a system based on the 
postulate of the commodity character of labour. It is not 
for the commodity to decide where it should be offered 
for sale, to what purpose it should be used, at what price 
it should be allowed to change hands, and in what 
manner it should be consumed or destroyed." |The 
Great Transformation, p. 176] 


However, people are not commodities but living, 
thinking, feeling individuals. The "labour market" is 
more a social institution than an economic one and 
people and work more than mere commodities. If we 
reject the neo-liberals' assumptions for the nonsense they 
are, their case fails. Capitalism, ultimately, cannot 
provide full employment simply because labour is not a 
commodity (and as we discussed in section C.7, this 
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revolt against commodification is a key part of 
understanding the business cycle and so unemployment). 
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C.10 
WILL "FREE MARKET" CAPITALISM BENEFIT 
EVERYONE, ESPECIALLY THE POOR? 








Murray Rothbard and a host of other supporters of "free- 
market" capitalism make this claim. Again, it does 
contain an element of truth. As capitalism is a "grow or 
die" economy (see section D.4.1), obviously the amount 
of wealth available to society increases for all as the 
economy expands. So the poor will be better off 
absolutely in any growing economy (at least in 
economic terms). This was the case under Soviet state 
capitalism as well: the poorest worker in the 1980's was 
obviously far better off economically than one in the 
1920's. 


However, what counts is relative differences between 
classes and periods within a growth economy. Given the 
thesis that free-market capitalism will benefit the poor 
especially, we have to ask: can the other classes benefit 
equally well? 


As noted above, wages are dependent on productivity, 
with increases in the wages lagging behind increases in 
productivity. If, in a free market, the poor "especially" 
benefited, wages would need to increase faster than 
productivity in order for the worker to obtain an 
increased share of social wealth. However, if this were 
the case, the amount of profit going to the upper classes 
would be proportionally smaller. Hence if capitalism 
"especially" benefited the poor, it could not do the same 
for those who live off the profit generated by workers. 


For the reasons indicated above, productivity must rise 
faster than wages or companies will fail and recession 
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could result. This is why wages (usually) lag behind 
productivity gains. In other words, workers produce 
more but do not receive a corresponding increase in 
wages. This is graphically illustrated by Taylor's first 
experiment in his "scientific management" techniques. 


Taylor's theory was that when workers controlled their 
own work, they did not produce to the degree wanted by 
management. His solution was simple. The job of 
management was to discover the "one best way" of doing 
a specific work task and then ensure that workers 
followed these (management defined) working practices. 
The results of his experiment was a 360% increase in 
productivity for a 60% increase in wages. Very efficient. 
However, from looking at the figures, we see that the 
immediate result of Taylor's experiment is lost. The 
worker is turned into a robot and effectively deskilled 
(see section D.10). While this is good for profits and the 
economy, it has the effect of dehumanising and 
alienating the workers involved as well as increasing the 
power of capital in the labour market. But only those 
ignorant of economic science or infected with anarchism 
would make the obvious point that what is good for the 
economy may not be good for people. 


This brings up another important point related to the 
question of whether "free market" capitalism will result 
in everyone being "better off." The typical capitalist 
tendency is to consider quantitative values as being the 
most important consideration. Hence the concern over 
economic growth, profit levels, and so on, which 
dominate discussions on modern life. However, as E.P. 
Thompson makes clear, this ignores an important aspect 
of human life: 
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"simple points must be made. It is quite possible for 
Statistical averages and human experiences to run in 
opposite directions. A per capita increase in quantitative 
factors may take place at the same time as a great 
qualitative disturbance in people's way of life, 
traditional relationships, and sanctions. People may 
consume more goods and become less happy or less free 
at the same time" [The Making of the English 
Working Class, p. 231] 


For example, real wages may increase but at the cost of 
longer hours and greater intensity of labour. Thus, "/ijn 
Statistical terms, this reveals an upward curve. To the 
families concerned it might feel like immiseration." 
[Thompson, Op. Cit., p. 231] In addition, consumerism 
may not lead to the happiness or the "better society" 
which many economists imply to be its results. If 
consumerism is an attempt to fill an empty life, it is 
clearly doomed to failure. If capitalism results in an 
alienated, isolated existence, consuming more will 
hardly change that. The problem lies within the 
individual and the society within which they live. Hence, 
quantitative increases in goods and services may not lead 
to anyone "benefiting" in any meaningful way. 


This is important to remember when listening to "free 
market" gurus discussing economic growth from their 
"gated communities," insulated from the surrounding 
deterioration of society and nature caused by the 
workings of capitalism (see sections D.1 and D.4 for 
more on this). In other words, quality is often more 
important than quantity. This leads to the important idea 
that some (even many) of the requirements for a truly 
human life cannot be found on any market, no matter 
how "free." 
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However, to go back to the "number crunching" that 
capitalism so loves, we see that the system is based on 
workers producing more profits for "their" company by 
creating more commodities than they would by able to 
buy back with their wages. If this does not happen, 
profits fall and capital dis-invests. As can be seen from 
the example of Chile (see section C.11) under Pinochet, 
"free market" capitalism can and does make the rich 
richer and the poor poorer while economic growth was 
going on. Indeed, the benefits of economic growth 
accumulated into the hands of the few. 


To put it simply, economic growth in laissez-faire 
capitalism depends upon increasing exploitation and 
inequality. As wealth floods upwards into the hands of 
the ruling class, the size of the crumbs falling 
downwards will increase (after the economy is getting 
bigger). This is the real meaning of "trickle down" 
economics. Like religion, laissez faire capitalism 
promises pie at some future date. Until then we (at least 
the working class) must sacrifice, tighten our belts and 
trust in the economic powers that be to invest wisely for 
society. Of course, as the recent history of the USA or 
Chile shows, the economy can be made freer and grow 
while real wages stagnant (or fall) and inequality 
increase. 


This can also be seen from the results of the activities of 
the pro-"free market" government in the UK, where the 
number of people with less than half the average income 
rose from 9% of the population in 1979 to 25% in 1993 
and the share of national wealth held by the poorer half 
of the population has fallen from one third to one 
quarter. In addition, between 1979 and 1992-3, the 
poorest tenth of the UK population experienced a fall in 
their real income of 18% after housing costs, compared 
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to an unprecedented rise of 61% for the top tenth. Of 
course, the UK is not a "pure" capitalist system and so 
the defenders of the faith can argue that their "pure" 
system will spread the wealth. However, it seems strange 
that movements towards the "free market" always seem 
to make the rich richer and the poor poorer. In other 
words, the evidence from "actually existing" capitalism 
supports anarchist arguments that when ones bargaining 
power is weak (which is typically the case in the labour 
market) "free" exchanges tend to magnify inequalities of 
wealth and power over time rather than working towards 
an equalisation (see section F.3.1, for example). 
Similarly, it can hardly be claimed that these movements 
towards "purer" capitalism have "especially" benefited 
the poor, quite the reverse. 


This is unsurprising as "free market" capitalism cannot 
benefit all equally, for if the share of social wealth 
falling to the working class increased (i.e. it "especially" 
benefited them), it would mean that the ruling class 
would be worse off (and vice versa). Hence the claim 
that all would benefit is obviously false if we recognise 
and reject the sleight-of-hand of looking at the absolute 
figures so loved by the apologists of capitalism. And as 
the evidence indicates, movements towards a purer 
capitalism have resulted in "free" exchanges benefiting 
those with (economic) power more than those without, 
rather than benefiting all equally. This result is 
surprising, of course, only to those who prefer to look at 
the image of "free exchange" within capitalism rather 
than at its content. 


In short, to claim that all would benefit from a free 
market ignores the fact that capitalism is a profit-driven 
system and that for profits to exist, workers cannot 
receive the full fruits of their labour. As the individualist 


392 


anarchist Lysander Spooner noted over 100 years ago, 
"almost all fortunes are made out of the capital and 
labour of other men than those who realise them. Indeed, 
large fortunes could rarely be made at all by one 
individual, except by his sponging capital and labour 
from others." [quoted by Martin J. James, Men Against 
the State, p. 173f] 


So it can be said that laissez-faire capitalism will benefit 
all, especially the poor, only in the sense that all can 
potentially benefit as an economy increases in size. If we 
look at actually existing capitalism, we can start to draw 
some conclusions about whether laissez-faire capitalism 
will actually benefit working people. The United States 
has a small public sector by international standards and 
in many ways it is the closest large industrial nation to 
laissez-faire capitalism. It is also interesting to note that 
it is also number one, or close to it, in the following 
areas [Richard Du Boff, Accumulation and Power, pp. 
183-4]: 


e lowest level of job security for workers, with greatest 
chance of being dismissed without notice or reason. 


e greatest chance for a worker to become unemployed 
without adequate unemployment and medical insurance. 


e less leisure time for workers, such as holiday time. 
e one of the most lopsided income distribution profiles. 


e lowest ratio of female to male earnings, in 1987 64% 
of the male wage. 


e highest incidence of poverty in the industrial world. 
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e among the worse rankings of all advanced industrial 
nations for pollutant emissions into the air. 


e highest murder rates. 
e worse ranking for life expectancy and infant morality. 


It seems strange that the more laissez-faire system has 
the worse job security, least leisure time, highest poverty 
and inequality if laissez-faire will especially benefit the 
poor. Of course, defenders of laissez-faire capitalism will 
point out that the United States is far from being laissez- 
faire, but it seems strange that the further an economy 
moves from that condition the better conditions get for 
those who, it is claimed, will especially benefit from it. 


Even if we look at economic growth (the rationale for 
claims that laissez faire will benefit the poor), we find 
that by the 1960s the rate of growth of per capita product 
since the 19th century was not significantly higher than 
in France and Germany, only slightly higher than in 
Britain and significantly lower than in Sweden and Japan 
(and do not forget that France, Germany, Japan and 
Britain suffered serve damage in two world wars, unlike 
America). So the "superior productivity and income 
levels in the United States have been accompanied by a 
mediocre performance in the rise of those levels over 
time. The implication is no longer puzzling: if US per 
capita incomes did not grow particularly fast but 
Americans on average enjoy living standards equal to or 
above those of citizens of other developed nations, then 
the American starting point must have been higher 100 
to 150 years ago. We now know that before the Civil 
War per capita incomes in the United States were high 
by contemporary standards, surpassed through the 
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1870s only by the British. . . To a great extent this initial 
advantage was a gift of nature." (Op. Cit., p. 176] 


Looking beyond the empirical investigation, we should 
point out the slave mentality behind these arguments. 
Afterall, what does this argument actually imply? Simply 
that economic growth is the only way for working people 
to get ahead. If working people put up with exploitative 
working environments, in the long run capitalists will 
invest some of their profits and so increase the economic 
cake for all. So, like religion, "free market" economics 
argue that we must sacrifice in the short term so that 
(perhaps) in the future our living standards will increase 
("you'll get pie in the sky when you die" as Joe Hill said 
about religion). Moreover, any attempt to change the 
"laws of the market" (i.e. the decisions of the rich) by 
collective action will only harm the working class. 
Capital will be frightened away to countries with a more 
"realistic" and "flexible" workforce (usually made so by 
state repression). 


In other words, capitalist economics praises servitude 
over independence, kow-towing over defiance and 
altruism over egoism. The "rational" person of neo- 
classical economics does not confront authority, rather 
he accommodates himself to it. For, in the long run, such 
self-negation will pay off with a bigger cake with (it is 
claimed) correspondingly bigger crumbs "trickling" 
downwards. In other words, in the short-term, the gains 
may flow to the elite but in the future we will all gain as 
some of it will trickle (back) down to the working people 
who created them in the first place. But, unfortunately, in 
the real world uncertainty is the rule and the future is 
unknown. The history of capitalism shows that economic 
growth is quite compatible with stagnating wages, 
increasing poverty and insecurity for workers and their 
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families, rising inequality and wealth accumulating in 
fewer and fewer hands (the example of the USA and 
Chile from the 1970s to 1990s and Chile spring to mind). 
And, of course, even if workers kow-tow to bosses, the 
bosses may just move production elsewhere anyway (as 
tens of thousands of "down-sized" workers across the 
West can testify). For more details of this process in the 
USA see Edward S. Herman's article "Immiserating 
Growth: The First World" in Z Magazine, July 1994. 


For anarchists it seems strange to wait for a bigger cake 
when we can have the whole bakery. If control of 
investment was in the hands of those it directly effects 
(working people) then it could be directed into socially 
and ecologically constructive projects rather than being 
used as a tool in the class war and to make the rich 
richer. The arguments against "rocking the boat" are self- 
serving (it is obviously in the interests the rich and 
powerful to defend a given income and _ property 
distribution) and, ultimately, self-defeating for those 
working people who accept them. In the end, even the 
most self-negating working class will suffer from the 
negative effects of treating society as a resource for the 
economy, the higher mobility of capital that 
accompanies growth and effects of periodic economic 
and long term ecological crisis. When it boils down to it, 
we all have two options -- you can do what is right or 
you can do what you are told. "Free market" capitalist 
economics opts for the latter. 


Finally, the average annual growth rate per capita was 
1.4% between 1820 and 1950. This is in sharp contrast to 
the 3.4% rate between 1950 and 1970. If laissez-faire 
capitalism would benefit "everyone" more than "really 
existing capitalism," the growth rate would be higher 
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during the earlier period, which more _ closely 
approximated laissez faire. It is not. 


DoT 


C11 
DOESN'T CHILE PROVE THAT THE FREE 
MARKET BENEFITS EVERYONE? 





This is a common right-wing "Libertarian" argument, 
one which is supported by many other supporters of 
"free market" capitalism. Milton Friedman, for example, 
stated that Pinochet “has supported a fully free-market 
economy as a matter of principle. Chile is an economic 
miracle." [Newsweek, Jan, 1982] This viewpoint is also 
commonplace in the more mainstream right, with US 
President George Bush praising the Chilean economic 
record in 1990 when he visited that country. 


General Pinochet was the figure-head of a military coup 
in 1973 against the democratically elected left-wing 
government led by President Allende, a coup which the 
CIA helped organise. Thousands of people were 
murdered by the forces of "law and order" during the 
coup and Pinochet's forces "are conservatively estimated 
to have killed over I1 000 people in his first year in 
power." [P. Gunson, A. Thompson, G. Chamberlain, The 
Dictionary of Contemporary Politics of South 
America, Routledge, 1989, p. 228] 


The installed police state's record on human rights was 
denounced as barbaric across the world. However, we 
will ignore the obvious contradiction in this "economic 
miracle", ie. why it almost always takes 
authoritarian/fascistic states to introduce "economic 
liberty," and concentrate on the economic facts of the 
free-market capitalism imposed on the Chilean people. 


Working on a belief in the efficiency and fairness of the 
free market, Pinochet desired to put the laws of supply 
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and demand back to work, and set out to reduce the role 
of the state and also cut back inflation. He, and "the 


Chicago Boys" -- a group of free-market economists -- 
thought what had restricted Chile's growth was 
government intervention in the economy -- which 


reduced competition, artificially increased wages, and 
led to inflation. The ultimate goal, Pinochet once said, 
was to make Chile "a nation of entrepreneurs." 


The role of the Chicago Boys cannot be understated. 
They had a close relationship with the military from 
1972, and according to one expert had a key role in the 
coup: 


"In August of 1972 a group of ten economists under the 
leadership of de Castro began to work on _ the 
formulation of an economic programme that would 
replace [Allende's one]. . . In fact, the existence of the 
plan was essential to any attempt on the part of the 
armed forces to overthrow Allende as the Chilean armed 
forces did not have any economic plan of their own." 
[Silvia Bortzutzky, "The Chicago Boys, social security 
and welfare in Chile", The Radical Right and the 
Welfare State, Howard Glennerster and James Midgley 
(eds.), p. 88] 


It is also interesting to note that "/aJccording to the 
report of the United States Senate on covert actions in 
Chile, the activities of these economists were financed by 
the Central Intelligence Agency (CIA)" [Bortzutzky, Op. 
Cit., p. 89] 


Obviously some forms of state intervention were more 
acceptable than others. 
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The actual results of the free market policies introduced 
by the dictatorship were far less than the "miracle" 
claimed by Friedman and a host of other "Libertarians." 
The initial effects of introducing free market policies in 
1975 was a shock-induced depression which resulted in 
national output falling buy 15 percent, wages sliding to 
one-third below their 1970 level and unemployment 
rising to 20 percent. [Elton Rayack, Not so Free to 
Choose, p. 57] This meant that, in per capita terms, 
Chile's GDP only increased by 1.5% per year between 
1974-80. This was considerably less than the 2.3% 
achieved in the 1960's. The average growth in GDP was 
1.5% per year between 1974 and 1982, which was lower 
than the average Latin American growth rate of 4.3% 
and lower than the 4.5% of Chile in the 1960's. Between 
1970 and 1980, per capita GDP grew by only 8%, while 
for Latin America as a whole, it increased by 40%. 
Between the years 1980 and 1982 during which all of 
Latin America was adversely affected by depression 
conditions, per capita GDP fell by 12.9 percent, 
compared to a fall of 4.3 percent for Latin America as a 
whole. [Op. Cit., p. 64] 


In 1982, after 7 years of free market capitalism, Chile 
faced yet another economic crisis which, in terms of 
unemployment and falling GDP was even greater than 
that experienced during the terrible shock treatment of 
1975. Real wages dropped sharply, falling in 1983 to 14 
percent below what they had been in 1970. Bankruptcies 
skyrocketed, as did foreign debt and unemployment. 
[Op. Cit., p. 69] By 1983, the Chilean economy was 
devastated and it was only by the end of 1986 that Gross 
Domestic Product per capita (barely) equalled that of 
1970. [Thomas Skidmore and Peter Smith, "The 
Pinochet Regime", pp. 137-138, Modern Latin 
America| 
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Faced with this massive collapse of a "free market 
regime designed by principled believers in a_ free 
market" (to use Milton Friedman's words from an 
address to the "Smith Centre," a conservative Think 
Tank at Cal State entitled "Economic Freedom, Human 
Freedom, Political Freedom") the regime organised a 
massive bailout. The "Chicago Boys" resisted this 
measure until the situation become so critical that they 
could not avoid it. The IMF offered loans to Chile to 
help it out of mess its economic policies had helped 
create, but under strict conditions. The total bailout cost 
3 per cent of Chile's GNP for three years, a cost which 
was passed on to the taxpayers. This follows the usual 
pattern of "free market" capitalism -- market discipline 
for the working class, state aid for the elite. During the 
"miracle," the economic gains had been privatised; 
during the crash the burden for repayment was 
socialised. 


The Pinochet regime did reduce inflation, from around 
500% at the time of the CIA-backed coup (given that the 
US undermined the Chilean economy -- "make the 
economy scream", Richard Helms, the director of the 
CIA -- high inflation would be expected), to 10% by 
1982. From 1983 to 1987, it fluctuated between 20 and 
31%. The advent of the "free market" led to reduced 
barriers to imports "on the ground the quotas and tariffs 
protected inefficient industries and kept prices 
artificially high. The result was that many local firms 
lost out to multinational corporations. The Chilean 
business community, which strongly supported the coup 
in 1973, was badly affected." [Skidmore and Smith, Op. 
Cit.] 


The decline of domestic industry had cost thousands of 
better-paying jobs. The ready police repression made 
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strikes and other forms of protest both impractical and 
dangerous. According to a report by the Roman Catholic 
Church 113 protesters had been killed during social 
protest against the economic crisis of the early 1980s, 
with several thousand detained for political activity and 
protests between May 1983 and mid-1984. Thousands of 
strikers were also fired and union leaders jailed. 
[Rayack, Op. Cit., p. 70] The law was also changed to 
reflect the power property owners have over their wage 
slaves and the "total overhaul of the labour law system 
[which] took place between 1979 and 1981... aimed at 
creating a perfect labour market, eliminating collective 
bargaining, allowing massive dismissal of workers, 
increasing the daily working hours up to twelve hours 
and eliminating the labour courts." [Silvia Borzutzky, 
Op. Cit., p. 91] Little wonder, then, that this favourable 
climate for business operations resulted in generous 
lending by international finance institutions. 


By far the hardest group hit was the working class, 
particularly the urban working class. By 1976, the third 
year of Junta rule, real wages had fallen to 35% below 
their 1970 level. It was only by 1981 that they has risen 
to 97.3% of the 1970 level, only to fall again to 86.7% 
by 1983. Unemployment, excluding those on state make- 
work programmes, was 14.8% in 1976, falling to 11.8% 
by 1980 (this is still double the average 1960's level) 
only to rise to 20.3% by 1982. [Rayack, Op. Cit., p. 65]. 
Unemployment (including those on government make- 
work programmes) had risen to a third of the labour 
force by mid-1983. By 1986, per capita consumption 
was actually 11% lower than the 1970 level. [Skidmore 
and Smith, Op. Cit.] Between 1980 and 1988, the real 
value of wages grew only 1.2 percent while the real 
value of the minimum wage declined by 28.5 percent. 
During this period, urban unemployment averaged 15.3 
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percent per year. [Silvia Bortzutzky, Op. Cit., p. 96] 
Even by 1989 the unemployment rate was still at 10% 
(the rate in 1970 was 5.7%) and the real wage was still 
8% lower than in 1970. Between 1975 and 1989, 
unemployment averaged 16.7%. In other words, after 
nearly 15 years of free market capitalism, real wages had 
still not exceeded their 1970 levels and unemployment 
was still higher. As would be expected in such 
circumstances the share of wages in national income fell 
from 42.7% in 1970 to 33.9% in 1993. Given that high 
unemployment is often attributed by the right to strong 
unions and other labour market "imperfections," these 
figures are doubly significant as the Chilean regime, as 
noted above, reformed the labour market to improve its 
"competitiveness." 


Another consequence of Pinochet's neo-classical 
monetarist policies "was a contraction of demand, since 
workers and their families could afford to purchase 
fewer goods. The reduction in the market further 
threatened the business community, which started 
producing more goods for export and less for local 
consumption. This posed yet another obstacle to 
economic growth and led to increased concentration of 
income and wealth in the hands of a small elite." 
[Skidmore and Smith, Op. Cit.] 


It is the increased wealth of the elite that we see the true 
"miracle" of Chile. According to one expert in the Latin 
American neo-liberal revolutions, the elite "had become 
massively wealthy under Pinochet" and when the leader 
of the Christian Democratic Party returned from exile in 
1989 he said that economic growth that benefited the top 
10 per cent of the population had been achieved 
(Pinochet's official institutions agreed). [Duncan Green, 
The Silent Revolution, p. 216, Noam Chomsky, 
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Deterring Democracy, p. 231] In 1980, the richest 10% 
of the population took in 36.5% of the national income. 
By 1989, this had risen to 46.8%. By contrast, the 
bottom 50% of income earners saw their share fall from 
20.4% to 16.8% over the same period. Household 
consumption followed the same pattern. In 1970, the top 
20% of households had 44.5% of consumption. This rose 
to 51% in 1980 and to 54.6% in 1989. Between 1970 and 
1989, the share going to the other 80% fell. The poorest 
20% of households saw their share fall from 7.6% in 
1970 to 4.4% in 1989. The next 20% saw their share fall 
from 11.8% to 8.2%, and middle 20% share fell from 
15.6% to 12.7%. The next 20% share their share of 
consumption fall from 20.5% to 20.1%. 


Thus the wealth created by the Chilean economy in 
during the Pinochet years did not "trickle down" to the 
working class (as claimed would happen by "free 
market" capitalist dogma) but instead accumulated in the 
hands of the rich. As in the UK and the USA, with the 
application of "trickle down economics" there was a vast 
skewing of income distribution in favour of the already- 
rich. That is, there has been a 'trickle-up' (or rather, a 
flood upwards). Which is hardly surprising, as 
exchanges between the strong and weak will favour the 
former (which is why anarchists support working class 
organisation and collective action to make us stronger 
than the capitalists). 


In the last years of Pinochet's dictatorship, the richest 10 
percent of the rural population saw their income rise by 
90 per cent between 1987 and 1990. The share of the 
poorest 25 per cent fell from 11 per cent to 7 per cent. 
[Duncan Green, Op. Cit., p. 108] The legacy of 
Pinochet's social inequality could still be found in 1993, 
with a two-tier health care system within which infant 
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mortality is 7 per 1000 births for the richest fifth of the 
population and 40 per 1000 for the poorest 20 per cent. 
[Ibid., p. 101] 


Per capita consumption fell by 23% from 1972-87. The 
proportion of the population below the poverty line (the 
minimum income required for basic food and housing) 
increased from 20% to 44.4% between 1970 and 1987. 
Per capita health care spending was more than halved 
from 1973 to 1985, setting off explosive growth in 
poverty-related diseases such as typhoid, diabetes and 
viral hepatitis. On the other hand, while consumption for 
the poorest 20% of the population of Santiago dropped 
by 30%, it rose by 15% for the richest 20%. [Noam 
Chomsky, Year 501, pp. 190-191] The percentage of 
Chileans without adequate housing increased from 27 to 
40 percent between 1972 and 1988, despite the claims of 
the government that it would solve homelessness via 
market friendly policies. 


In the face of these facts, only one line of defence is 
possible on the Chilean "Miracle" -- the level of 
economic growth. While the share of the economic pie 
may have dropped for most Chileans, the right argue that 
the high economic growth of the economy meant that 
they were receiving a smaller share of a bigger pie. We 
will ignore the well documented facts that the level of 
inequality, rather than absolute levels of standards of 
living, has most effect on the health of a population and 
that ill-health is inversely correlated with income (i.e. the 
poor have worse health that the rich). We will also 
ignore other issues related to the distribution of wealth, 
and so power, in a society (such as the free market re- 
enforcing and increasing inequalities via "free exchange" 
between strong and weak parties, as the terms of any 
exchange will be skewed in favour of the stronger party, 


605 


an analysis which the Chilean experience provides 
extensive evidence for with its "competitive" and 
"flexible" labour market). In other words, growth 
without equality can have damaging effects which are 
not, and cannot be, indicated in growth figures. 


So we will consider the claim that the Pinochet regime's 
record on growth makes it a "miracle" (as nothing else 
could). However, when we look at the regime's growth 
record we find that it is hardly a "miracle" at all -- the 
celebrated economic growth of the 1980s must be 
viewed in the light of the two catastrophic recessions 
which Chile suffered in 1975 and 1982. As Edward 
Herman points out, this growth was "regularly 
exaggerated by measurements from inappropriate bases 
(like the 1982 trough)." [The Economics of the Rich] 


This point is essential to understand the actual nature of 
Chile's "miracle" growth. For example, supporters of the 
"miracle" pointed to the period 1978 to 1981 (when the 
economy grew at 6.6 percent a year) or the post 1982- 84 
recession up-swing,. However, this is a case of "lies, 
damn lies, and statistics" as it does not take into account 
the catching up an economy goes through as it leaves a 
recession. During a recovery, laid-off workers go back to 
work and the economy experiences an increase in growth 
due to this. This means that the deeper the recession, the 
higher the subsequent growth in the up-turn. So to see if 
Chile's economic growth was a miracle and worth the 
decrease in income for the many, we need to look at 
whole business cycle, rather than for the upturn. If we do 
this we find that Chile had the second worse rate of 
growth in Latin America between 1975 and 1980. The 
average growth in GDP was 1.5% per year between 1974 
and 1982, which was lower than the average Latin 
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American growth rate of 4.3% and lower than the 4.5% 
of Chile in the 1960's. 


Looking at the entire Pinochet era we discover that only 
by 1989 -- 14 years into the free-market policies - did per 
capita output climb back up to the level of 1970. 
Between 1970 and 1990, Chile's total GDP grew by a 
decidedly average 2% a year. Needless to say, these 
years also include the Allende period and the aftermath 
of the coup and so, perhaps, this figure presents a false 
image of the regime's record. If we look at the 1981-90 
period to (i.e. during the height of Pinochet's rule, 
beginning 6 years after the start of the Chilean 
"Miracle"), the figure is worse with the growth rate in 
GDP just 1.84% a year. This was slower than Chile 
during the 1950s (4%) or the 1960s (4.5%). Indeed, if we 
take population increase into account, Chile saw a per 
capita GDP growth of just 0.3% a year between 1981 
and 1990 (in comparison, the UK GDP per capita grew 
by 2.4% during the same period and the USA by 1.9%). 


Thus the growth "miracles" refer to recoveries from 
depression-like collapses, collapses that can be attributed 
in large part to the free- market policies imposed on 
Chile! Overall, the growth "miracle" under Pinochet 
turns out to be non-existent. The full time frame 
illustrates Chile's lack of significant economic and social 
process between 1975 and 1989. Indeed, the economy 
was characterised by instability rather than real growth. 
The high levels of growth during the boom periods 
(pointed to by the right as evidence of the "miracle") 
barely made up for the losses during the bust periods. 


Similar comments are possible in regards to the 
privatised pension System, regarded by many as a 
success and a model for other countries. However, on 
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closer inspection this system shows its weaknesses -- 
indeed, it can be argued that the system is only a success 
for those companies making extensive profits from it 
(administration costs of the Chilean system are almost 
30% of revenues, compared to 1% for the U.S. Social 
Security system [Doug Henwood, Wall Street, p. 305]). 
For working people, it is a disaster. According to SAFP, 
the government agency which regulates the system, 96% 
of the known workforce were enrolled in February 1995, 
but 43.4% of these were not adding to their funds. 
Perhaps as many as 60% do not contribute regularly 
(given the nature of the labour market, this is 
unsurprising). Unfortunately, regular contributions are 
required to receive full benefits. Critics argue that only 
20% of contributors will actually receive good pensions. 


It is interesting to note that when this programme was 
introduced, the armed forces and police were allowed to 
keep their own generous public plans. If the plans were 
are good as their supporters claim, you would think that 
those introducing them would have joined them. 
Obviously what was good enough for the masses were 
not suitable for the rulers. 


The impact on individuals extended beyond purely 
financial considerations, with the Chilean labour force 
"once accustomed to secure, unionised jobs [before 
Pinochet] . . . [being turned] into a nation of anxious 
individualists . . . [with] over half of all visits to Chile's 
public health system involv[ing] psychological ailments, 
mainly depression. 'The repression isn't physical any 
more, it's economic - feeding your family, educating your 
child,’ says Maria Pena, who works in a fishmeal factory 
in Concepcion. 'I feel real anxiety about the future’, she 
adds, 'They can chuck us out at any time. You can't think 
five years ahead. If you've got money you can get an 
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education and health care; money is everything here 
now.'” [Duncan Green, Op. Cit., p. 96] 


Little wonder, then, that “adjustment has created an 
atomised society, where increased stress and 
individualism have damaged its traditionally strong and 
caring community life. . . suicides have increased 
threefold between 1970 and 1991 and the number of 
alcoholics has quadrupled in the last 30 years .. . [and] 
family breakdowns are increasing, while opinion polls 
show the current crime wave to be the most widely 
condemned aspect of life in the new Chile. 'Relationships 
are changing,’ says Betty Bizamar, a 26-year-old trade 
union leader. 'People use each other, spend less time 
with their family. All they talk about is money, things. 
True friendship is difficult now.'" [Ibid., p. 166] 


The experiment with free market capitalism also had 
serious impacts for Chile's environment. The capital city 
of Santiago became one of "the most polluted cities in 
the world" due the free reign of market forces. 
[Nathanial Nash, cited by Noam Chomsky, Year 501, p. 
190] With no environmental regulation there is general 
environmental ruin and water supplies have severe 
pollution problems. [Noam Chomsky, Ibid.] With the 
bulk of the country's experts being based on the 
extraction and low processing of natural resources, eco- 
systems and the environment have been plundered in the 
name of profit and property. The depletion of natural 
resources, particularly in forestry and fishing, is 
accelerating due to the self-interested behaviour of a few 
large firms looking for short term profit. 


All in all, the experience of Chile under Pinochet and its 
"economic miracle" indicates that the costs involved in 
creating a free market capitalist regime are heavy, at 
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least for the majority. Rather than being transitional, 
these problems have proven to be structural and enduring 
in nature, as the social, environmental, economic and 
political costs become embedded into society. The 
murky side of the Chilean "miracle" is simply not 
reflected in the impressive macroeconomic indictors 
used to market "free market" capitalism, indicators 
themselves subject to manipulation as we have seen. 


Since Chile has become (mostly) a democracy (with the 
armed forces still holding considerable influence) some 
movement towards economic reforms have begun and 
been very successful. Increased social spending on 
health, education and poverty relief has occurred since 
the end of the dictatorship and has lifted over a million 
Chileans out of poverty between 1987 and 1992 (the 
poverty rate has dropped from 44.6% in 1987 to 23.2% 
in 1996, although this is still higher than in 1970). 
However, inequality is still a major problem as are other 
legacies from the Pinochet era, such as the nature of the 
labour market, income insecurity, family separations, 
alcoholism, and so on. 


Chile has moved away from Pinochet's "free-market" 
model in other ways to. In 1991, Chile introduced a 
range of controls over capital, including a provision for 
30% of all non-equity capital entering Chile to be 
deposited without interest at the central bank for one 
year. This reserve requirement - known locally as the 
encaje - amounts to a tax on capital flows that is higher 
the shorter the term of the loan. 


As William Greider points out, Chile "has managed in 
the last decade to achieve rapid economic growth by 
abandoning the pure free-market theory taught by 
American economists and emulating major elements of 
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the Asian strategy, including forced savings and _ the 
purposeful control of capital. The Chilean government 
tells foreign investors where they may invest, keeps them 
out of certain financial assets and prohibits them from 
withdrawing their capital rapidly." [One World, Ready 
or Not, p. 280] 


Thus the Chilean state post-Pinochet has violated its 
"free market" credentials, in many ways, very 
successfully too. Thus the claims of free-market 
advocates that Chile's rapid growth in the 1990s is 
evidence for their model are false (just as their claims 
concerning South-East Asia also proved false, claims 
conveniently forgotten when those economies went into 
crisis). Needless to say, Chile is under pressure to change 
its ways and conform to the dictates of global finance. In 
1998, Chile eased its controls, following heavy 
speculative pressure on its currency, the peso. 


So even the neo-liberal jaguar has had to move away 
from a purely free market approach on social issues and 
the Chilean government has had to intervene into the 
economy in order to start putting back together the 
society ripped apart by market forces and authoritarian 
government. 


So, for all but the tiny elite at the top, the Pinochet 
regime of "economic liberty" was a _ nightmare. 
Economic "liberty" only seemed to benefit one group in 
society, an obvious "miracle." For the vast majority, the 
"miracle" of economic "liberty" resulted, as it usually 
does, in increased poverty, pollution, crime and social 
alienation. The irony is that many right- wing 
"libertarians" point to it as a model of the benefits of the 
free market. 
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C.11.1 
BUT DIDN'T PINOCHET'S CHILE PROVE THAT "ECONOMIC 
FREEDOM IS AN INDISPENSABLE MEANS TOWARD THE 
ACHIEVEMENT OF POLITICAL FREEDOM"? 


Pinochet did introduce free-market capitalism, but this 
meant real liberty only for the rich. For the working 
class, "economic liberty" did not exist, as they did not 
manage their own work nor control their workplaces and 
lived under a fascist state. 


The liberty to take economic (never mind _ political) 
action in the forms of forming unions, going on strike, 
organising go-slows and so on was severely curtailed by 
the very likely threat of repression. Of course, the 
supporters of the Chilean "Miracle" and its "economic 
liberty" did not bother to question how the suppression 
of political liberty effected the economy or how people 
acted within it. They maintained that the repression of 
labour, the death squads, the fear installed in rebel 
workers could be ignored when looking at the economy. 
But in the real world, people will put up with a lot more 
if they face the barrel of a gun than if they do not. 


The claim that "economic liberty" existed in Chile makes 
sense only if we take into account that there was only 
real liberty for one class. The bosses may have been 
"left alone" but the workers were not, unless they 
submitted to authority (capitalist or state). Hardly what 
most people would term as "Liberty." 


As far as political liberty goes, it was only re-introduced 
once it was certain that it could not be used by ordinary 
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people. As Cathy Scheider notes, "economic liberty" has 
resulted in most Chileans having 


"little contact with other workers or with their 
neighbours, and only limited time with their family. 
Their exposure to political or labour organisations is 
minimal. . . they lack either the political resources or the 
disposition to confront the state. The fragmentation of 
opposition communities has accomplished what brute 
military repression could not. It has transformed Chile, 
both culturally and politically, from a country of active 
participatory grassroots communities, to a land of 
disconnected, apolitical individuals. The cumulative 
impact of this change is such that we are unlikely to see 
any concerted challenge to the current ideology in the 
near future." [Report on the Americas, (NACLA) 
XXVI, 4/4/93] 


In such circumstances, political liberty can be re- 
introduced, as no one is in a position to effectively use it. 
In addition, Chileans live with the memory that 
challenging the state in the near past resulted in a fascist 
dictatorship murdering thousands of people as well as 
repeated and persistent violations of human rights by the 
junta, not to mention the existence of “anti-Marxist" 
death squads -- for example in 1986 "Amnesty 
International accused the Chilean government of 
employing death squads." [P. Gunson, A. Thompson, G. 
Chamberlain, Op. Cit., p. 86] According to one Human 
Rights group, the Pinochet regime was responsible for 
11,536 human rights violations between 1984 and 1988 
alone. [Calculation of "Comite Nacional de Defensa do 
los Derechos del Pueblo," reported in Fortin, September 
23, 1988] 


613 


These facts that would have a strongly deterrent effect on 
people contemplating the use of political liberty to 
actually change the status quo in ways that the military 
and economic elites did not approve of. In addition, it 
would make free speech, striking and other forms of 
social action almost impossible, thus protecting and 
increasing the power, wealth and authority of the 
employer over their wage slaves. The claim that such a 
regime was based on "economic liberty" suggests that 
those who make such claims have no idea what liberty 
actually is. 


As Kropotkin pointed out years ago, "freedom of press. . 
. and all the rest, are only respected if the people do not 
make use of them against the privileged classes. But the 
day the people begin to take advantage of them to 
undermine those privileges, then the so-called liberties 
will be cast overboard." [Words of a Rebel, p. 42] Chile 
is a classic example of this. 


Moreover, post-Pinochet Chile is not your typical 
"democracy." Pinochet is a senator for life, for example, 
and he has appointed one third of the senate (who have 
veto power - and the will to use it - to halt efforts to 
achieve changes that the military do not like). In 
addition, the threat of military intervention is always at 
the forefront of political discussions. This was seen in 
1998, when Pinochet was arrested in Britain in regard of 
a warrant issued by a Spanish Judge for the murders of 
Spanish citizens during his regime. Commentators, 
particularly those on the right, stressed that Pinochet's 
arrest could undermine Chile's "fragile democracy" by 
provoking the military. In other words, Chile was only a 
democracy in-so-far as the military let it be. Of course, 
few commentators acknowledged the fact that this meant 
that Chile was not, in fact, a democracy after all. 
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Needless to say, Milton Friedman considers Chile to 
have "political freedom" now. 


It is interesting to note that the leading expert of the 
Chilean "economic miracle" (to use Milton Friedman's 
words) did not consider that political liberty could lead 
to "economic liberty" (i.e. free market capitalism). 
According to Sergio de Castro, the architect of the 
economic programme Pinochet imposed, fascism was 
required to introduce "economic liberty" because: 


"it provided a lasting regime; it gave the authorities a 
degree of efficiency that it was not possible to obtain in a 
democratic regime; and it made possible the application 
of a model developed by experts and that did not depend 
upon the social reactions produced’ by _ its 
implementation." [quoted by Silvia Bortzutzky, "The 
Chicago Boys, social security and welfare in Chile", The 
Radical Right and the Welfare State, Howard 
Glennerster and James Midgley (eds.), p. 90] 


In other words, fascism was an ideal political 
environment to introduce "economic liberty" because it 
had destroyed political liberty. Perhaps we should 
conclude that the denial of political liberty is both 
necessary and sufficient in order to create (and preserve) 
"free market" capitalism? And perhaps to create a police 
state in order to control industrial disputes, social protest, 
unions, political associations, and so on, is no more than 
to introduce the minimum force necessary to ensure that 
the ground rules the capitalist market requires for its 
operation are observed? 


As Brian Barry argues in relation to the Thatcher regime 
in Britain which was also heavily influenced by the ideas 
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of "free market" capitalists like Milton Friedman and 
Frederick von Hayek, perhaps it is: 


"Some observers claim to have found something 
paradoxical in the fact that the Thatcher regime 
combines liberal individualist — rhetoric — with 
authoritarian action. But there is no paradox at all. Even 
under the most repressive conditions . . . people seek to 
act collectively in order to improve things for 
themselves, and it requires an enormous exercise of 
brutal power to fragment these efforts at organisation 
and to force people to pursue their interests individually. 
.. left to themselves, people will inevitably tend to pursue 
their interests through collective action - in trade unions, 
tenants' associations, community organisations and local 
government. Only the pretty ruthless exercise of central 
power can defeat these tendencies: hence the common 
association between individualism and authoritarianism, 
well exemplified in the fact that the countries held up as 
models by the free-marketers are, without exception, 
authoritarian regimes" ("The Continuing Relevance of 
Socialism", in Thatcherism, edited Robert Skidelsky, p. 
146] 


Little wonder, then, that Pinochet's regime was marked 
by authoritarianism, terror and rule by savants. Indeed, 
"[t]he Chicago-trained economists emphasised the 
scientific nature of their programme and the need to 
replace politics by economics and the politicians by 
economists. Thus, the decisions made were not the result 
of the will of the authority, but they were determined by 
their scientific knowledge. The use of the scientific 
knowledge, in turn, would reduce the power of 
government since decisions will be made by technocrats 
and by the individuals in the private sector." [Silvia 
Borzutzky, Op. Cit., p. 90] 
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Of course, turning authority over to technocrats and 
private power does not change its nature - only who has 
it. Pinochet's regime saw a marked shift of governmental 
power away from protection of individual rights to a 
protection of capital and property rather than an abolition 
of that power altogether. As would be expected, only the 
wealthy benefited. The working class were subjected to 
attempts to create a "perfect labour market" - and only 
terror can turn people into the atomised commodities 
such a market requires. 


Perhaps when looking over the nightmare of Pinochet's 
regime we should ponder these words of Bakunin in 
which he indicates the negative effects of running 
society by means of science books and "experts": 


"human science is always and necessarily imperfect. . . 
were we to force the practical life of men - collective as 
well as individual - into rigorous and_ exclusive 
conformity with the latest data of science, we would thus 
condemn society as well as individuals to suffer 
martyrdom on a Procrustean bed, which would soon 
dislocate and stifle them, since life is always an infinitely 
greater thing than science." [The Political Philosophy 
of Bakunin, p. 79] 


The Chilean experience of rule by free market 
ideologues prove Bakunin's points beyond doubt. 
Chilean society was forced onto the Procrustean bed by 
the use of terror and life was forced to conform to the 
assumptions found in economics textbooks. And as we 
proved in the last section, only those with power or 
wealth did well out of the experiment. 
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C.12 
DOESN'T HONG KONG SHOW _ THE POTENTIALS 
OF "FREE MARKET" CAPITALISM? 





Given the general lack of laissez-faire in the world, 
examples to show the benefits of free market capitalism 
are few and far between. However, Hong Kong is often 
pointed to as an example of the power of capitalism and 
how a "pure" capitalism will benefit all. 


It is undeniable that the figures for Hong Kong's 
economy are impressive. Per-capita GDP by end 1996 
should reach US$ 25,300, one of the highest in Asia and 
higher than many western nations. Enviable tax rates - 
16.5% corporate profits tax, 15% salaries tax. In the first 
5 years of the 1990's Hong Kong's economy grew at a 
tremendous rate -- nominal per capita income and GDP 
levels (where inflation is not factored in) almost doubled. 
Even accounting for inflation, growth was brisk. The 
average annual growth rate in real terms of total GDP in 
the 10 years to 1995 was six per cent, growing by 4.6 per 
cent in 1995. 


However, looking more closely, we find a somewhat 
different picture than that painted by those claim it as an 
example of the wonders of free market capitalism (for 
the example of Chile, see section C.11). 


Firstly, like most examples of the wonders of a free 
market, it is not a democracy, it was a relatively liberal 
colonial dictatorship run from Britain. But political 
liberty does not rate highly with many supporters of 
laissez-faire capitalism (such as right-libertarians, for 
example). Secondly, the government owns all the land, 
which is hardly capitalistic, and the state has intervened 
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into the economy many times (for example, in the 1950s, 
one of the largest public housing schemes in history was 
launched to house the influx of about 2 million people 
fleeing Communist China). Thirdly, Hong Kong is a city 
state and cities have a higher economic growth rate than 
regions (which are held back by large rural areas). 
Fourthly, according to an expert in the Asian Tiger 
economies, "to conclude ... that Hong Kong is close to 
a free market economy is misleading." [Robert Wade, 
Governing the Market, p. 332] 


Wade notes that: 


"Not only is the economy managed from outside the 
formal institutions of government by the informal 
coalition of peak private economic organisations 
[notably the major banks and trading companies, which 
are Closely linked to the life-time expatriates who largely 
run the government. This provides a "point of 
concentration" to conduct negotiations in line with an 
implicit development strategy], but government itself 
also. has available some unusual instruments for 
influencing industrial activity. It owns all the land. . . It 
controls rents in part of the public housing market and 
supplies subsidised public housing to roughly half the 
population, thereby helping to keep down the cost of 
labour. And its ability to increase or decrease the flow of 
immigrants from China also gives it a way of affecting 
labour costs." [Ibid.] 


Wade notes that “its economic growth is a function of its 
service role in a wider regional economy, as entrepot 
trader, regional headquarters for multinational 
companies, and refuge for nervous money." [Op. Cit., p. 
331]. In other words, an essential part of its success is 
that it gets surplus value produced elsewhere in the 
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world. Handling other people's money is a sure-fire way 
of getting rich (see Henwood's Wall Street to get an idea 
of the sums involved) and this will have a nice impact on 
per-capita income figures (as will selling goods produced 
sweat-shops in dictatorships like China). 


By 1995, Hong Kong was the world's 10th largest 
exporter of services with the industry embracing 
everything from accounting and legal services, insurance 
and maritime to telecommunications and media. The 
contribution of the services sectors as a whole to GDP 
increased from 60 per cent in 1970 to 83 per cent in 
1994. Manufacturing industry has moved to low wage 
countries such as southern China (by the end of the 
1970's, Hong Kong's manufacturing base was less 
competitive, facing increasing costs in land and labour -- 
in other words, workers were starting to benefit from 
economic growth and so capital moved elsewhere). The 
economic reforms introduced by Deng Xiaoping in 
southern China in 1978 where important, as this allowed 
capital access to labour living under a dictatorship (just 
as American capitalists invested heavily in Nazi 
Germany -- labour rights were null, profits were high). It 
is estimated about 42,000 enterprises in the province 
have Hong Kong participation and 4,000,000 workers 
(nine times larger than the territory's own manufacturing 
workforce) are now directly or indirectly employed by 
Hong Kong companies. In the late 1980's Hong Kong 
trading and manufacturing companies began to expand 
further afield than just southern China. By the mid 
1990's they were operating across Asia, in Eastern 
Europe and Central America. 


The gradual shift in economic direction to a more 
service-oriented economy has stamped Hong Kong as 
one of the world's foremost financial centres. This highly 
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developed sector is served by some 565 banks and 
deposit-taking companies from over 40 countries, 
including 85 of the world's top 100 in terms of assets. In 
addition, it is the 8th largest stock market in the world 
(in terms of capitalisation) and the 2nd largest in Asia. 


Therefore it is pretty clear that Hong Kong does not 
really show the benefits of "free market" capitalism. 
Wade indicates that we can consider Hong Kong as a 
"special case or as a less successful variant of the 
authoritarian-capitalist state." [Op. Cit., p. 333] Its 
success lies in the fact that it has access to the surplus 
value produced elsewhere in the world (particularly that 
from the workers under the dictatorship in China and 
from the stock market) which gives its economy a nice 
boost. 


Given that everywhere cannot be such a service provider, 
it does not provide much of an indication of how "free 
market" capitalism would work in, say, the United 
States. And as there is in fact extensive (if informal) 
economic management and that the state owns all the 
land and subsidies rent and health care, how can it be 
even considered an example of "capitalism in action"? 
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